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THE INCREASING USEFULNESS OF ACTU- 
ARIES IN LIFE INSURANCE. 


Probably no meeting of the “Actuarial Society of 
America” surpassed the annual meeting of the so- 
ciety, held May 20 and 21, last, at the Hotel Astor, 
New York, in the serious consideration of funda- 
mental life insurance questions. 

The time was when actuaries in America were 
considered more as expert mathematicians than as 
necessary directing life insurance executives, but 
now we are following very closely the precedents 
established by England and Scotland and are com- 
ing to lean very heavily on our actuaries for guid- 
ance in all branches of the business. Extensive ex- 
tracts from some of the papers and discussions con- 
sidered at the meeting herein referred to appear in 
this issue and indicate the very broadest conception 
of the needs of the business. 

President Moir’s comprehensive paper is dealt 
with below. 

Mr. J. Burnet Gibb on bond amortization covered 
a subject of paramount importance to students of 
one of the vital points in life insurance management. 

Life insurance investments are not things to play 
or experiment with, nor used to work out any 
theory, and last but not least, manipulated to attain 
a position of influence or satisfy any other per- 

mal ambition. Ina meeting such as this one per- 
haps the strongest and most helpful points gathered 
are in the informal exchange of opinions which are 
seldom if ever published, but nevertheless are the 
real leaven that produces the very best of results. 

Were it possible to collate and brief the many 
side remarks made on security valuations, dividend 
distribution, the ratio of business that should be 
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written to prevent too great a strain on the net level 
reserve system, and necessity of the company being 
able to digest and absorb all the new business it 
writes, there would be no doubt but that the actu- 
afies as a class were all-round life insurance execu- 
tives. 


ANNUAL MEETING OF ACTUARIAL SOCIETY 
HELD MAY 20 AND 21, 1920, NEW YORK, N. Y. 
At the annual meet-ng of the Actuarial Society of America 

recenily held at the Hotel Astor, New York, many interesting 

papers were read and subjects of timely interest discussed. 
Space does not allow the publication in full of either the 

papers read or the discussions which followed; therefore, 

we are limited to extracts from only a few of the many 

- able and timely addresses made by the shrewdest students 

of the life insurance business. 


ADDRESS BY THE PRESIDENT, HENRY MOIR. 
State and National Enterprise. 


Rights of Man. 

In recent years much has been written and said in regard 
to The Rights of Man as distinguished from Property Rights. 
It is claimed that the living man has a value so superlatively 
high that property cannot, and must not, be placed anywhere 
in competition, and that legislation, in dealing with questions 
of property, has unduly neglected the mass of humanity who 
may own but little of this’ world’s wealth. There is a large 
element of truth in this viewpoint; but having attained to 
this pinnacle, many socialists then take a flying leap over the 
adjacent gulf, and make the further statement that all legisla- 
tion should be on behalf of the people—the masses—while 
property should be ignored. 


Life, Liberty and Happiness. 

The Constitution in protecting the liberties of the people 
States clearly that the rights of man include life, liberty and 
the pursuit of happiness. Life is a gift thrust upon us, with- 
out intelligent action on our part; liberty is a privilege that 
we may enjoy in equal measure; and these two are tsually 
taken for granted in this country. Happiness on the other 
hand, is a matter of opinion and temperament. In the pur- 
suit of happiness for the majority, and it is often no more 
than their comfort, it is most important to avoid anything 
which may curtail the liberties of the minority. This is 
so often forgotten. 

It was remarked some thousands of yvears ago that the art 
of enjoying life lies in the regulation of the mind—not in the 
comfort of the body. , 


Relef of Suffering. 

Some theories now being promulgated suggest that man’s 
rights include not only the pursuit of happiness, but even 
happiness itself; they even imply that the Government should 
earry happiness to its people and ask them graciously to re- 
eeive it. The advocates of the rights of man urge that too 
much attention has been paid by all governments to property, 
‘too little to the amelioration of personal suffering. 

Now the separation of manhood rights from property rights 
is a condition which can only be conceived in theory and 
Which fails when practical tests are applied. 

In theory a large organization can be managed more eco. 
nomically than a small: and one powerful, energetic, directing 
head (granting the proper intelligence and ability) can al- 
ways secure better results than a committee or a board of 
managers, Action is quicker and more timely; supervision is 
more effective, and the personal energy of the chief is trans- 
mitted down to the ranks. If this argument is carried to its 
logical conclusion, then of course we have also to admit that 
an absolute monarchy can attain greater efficiency than any 
Republican form of government and it is so if we can only 
find perfection in the monarch. It seems impossible to find 
a succession of men who can restrain their personal ambition, 
Selfishness will ultimately outrun the sense of civic duty. 
The same consequences follow when power is centered in a 
fJovernment Department. The monopoly thus attained would 
seem to promise much and the dream of the theorist is a well 
meant effort to relieve suffering. Still the intelligent man of 
affairs knows that suffering is often like an air-filled ball— 
if you press on one side, the other side bulges to an extent 
‘equal to the pressure. 


Land. 

One of the first points in socialism in the older countries 
is the question of land nationalization. This is an important 
plea in all countries where people are closely settled or where 

arge estates are held. But it is interesting to observe that in 
‘tthe programme of the Non-Partisan League (the Socialist or- 
ganization of farmers in the Northwest) the suggestions put 
forth are that all industries should be nationalized except 


Jand. 
Change Slowly. 

All governments are imperfect, as are individuals, and for 
this reason there are certain general principles of govern- 
ment which should be inculcated strongly in the minds of the 

eople. One of them is that the nation should be slow to 
nterfere with the existing activities of its people. 

The theoretical plea for this form of enterprise is stronger 
than that for Industrial Development. Let us look back 


‘\ 





through the ages for a moment and recall how this subject 
has been dealt with by the rulers. Compulsion has been 
tried; proh.bition has been ineffective; persecution. has been 
rife by every strong religion—Mohammedan, Christian, and 
Jew; and tinally we have been led to believe that the only 
true solution for the peace of the world lies in toleration, so 
that on this question we have attained a general conclusion 


along moderate lines which may be applied to other ethical 


and moral questions—that it is better to have a nation of 
sound thinkers with rational convictions, however much they 
may differ, than one of conventional hypocrites. 


Loss of Initiative. _. 

When the government assumes control of any branch of 
public service, competition ceases and the spirit of progress 
seems to die. The desire to serve the public and to furnish 
better and ever improving facilities may still exist, but it is 
no longer essential to the life of the service. The office-hold- 
ers are afraid to make experiments because they feel that if 
the experiment prove unsucessful they will be blamed, where- 
as if it attains success the reward is trivial. This condition 
exists despite the fact that many of such office-holders, espe- 
cially those of technical training, are men of high purpose, 
of excellent character, and of well trained ability. They have 
a hard task in overcoming “Administrative Inertia,” and 
sometimes they give up trying. Accordingly it must be the 
system that kills initiative. 

Iliustrations. 

Illustrations of such conditions are found continuously in 
the history of every public utility managed by political ap- 
pointees, and the following examples are all quite recent: 
The managers of the New York State Insurance Fund ex- 
cused the lack of service in the Claims Division with the re- 
mark that the Commissioners “ refused to authorize claim 
investigators.” 

Private Ventures. 

In the case of private enterprise there .is a continuous 
striving for improvement. Men see the possibilities of reward 
for accomplishment and they strive, and strive again, to at- 
tain results. A!though they may fail many times they still, 
if their faith is strong, keep trying until success and its 
reward are achieved. 

Cost Accounting Needed. 

In the conduct of business matters one of the essential re- 
quirements for success, as recognized by all the efficient 
firms and corporations, is a satisfactory system of accounting 
—including cost accounting. In this particular our states 
and Government, like most others, are sadly deficient. Take 
for example, the Post Office Department. There are hundreds 
of thousands of tons of mail carried for the other branches of 
the Government, and even for senators, congressmen, and 
Government officials, for which apparently no credit is received 
in the Post Office Department accounts. 


War Risk Bureau. 

We have recently seen statements‘to the effect that the War 
Risk Bureau may be conducted at an average expense of not 
less than 40 cents per $1,000 of insurance. In arriving at 
and discussing such figures it would appear as if all the ex- 
pense incurred for writing the business by the Army and 
Navy Departments. as well as the continuous outlays imposed 
upon the Post Office, the Printing Department, and others 
which need not be enumerated, have all been ignored. 


Social Insurance, 

Another field which is strongly urged for national activity 
is that of Social Insurance, which may be classified in two 
main divisions. namely: 

1. Compensation in event of sickness; and 

2. Old Age Pensions. 

These have many ardent advocates and both have been 
adopted by certain nations in Europe. Legislation of this 
type is urged by labor leaders; even by those of the * con- 
servative class. They are good talking subjects, and promise 
a physical comfort in time of need which is alluring. The 
proposal is usually limited to mechanics and artisans, and it 
always involves the same objectionable class. distinctions 
which are apparent in Workmen's Compensation — distinc- 
tions which necessarily bring about a failure to compensate 
many of the most deserving cases. 

Pensions. 

It is undoubted that the pensioning of old employees in a 
corporation or municipality, or state of nation, is an act 
tending to promote and improve efficiency: but activities of 
this rature should be confined to the employees of each in- 
dividual section. Pension funds. on a scientific basis, may be 
formed for all permanent salaried employees without taking 
much from the spirit of independence—indeed the good accom- 
plishment probably far outweighs the ill, but general legisla- 
tion covering the entire nation may be questioned. 

Objections to both forms of social insurance lie in the en- 
couragement of class distinctions, because benefits are usually 
confined to certain industrial grades. 


Bounties and Privileges. 

The weakness of national enterprises is often obscured by 
lax accounting methods as already explained, also by gra- 
tuities, bounties, and privileges which are bestowed — the 
favored industry out of the pockets of the people. e have 
recently had much experience of the results of government 
management in the various war industries, notably the run- 
ning of the railroads and the building of ships. 

Massachusetts Savings Bank Insurance. 

Some yoy = in Massachusetts having been im- 
pressed by the specious reasoning of the advocates of the 
plan, raised large sums of money, in addition to the State 
allowances, in order to compensate the life insurance agents 
whom they employed. The State allowances could not be 
used for payment of agents in the usual sense of the term, 


A 























June 1, 1920 

















— 








BEST’S LIFE INSURANCE NEWS 3 





although the officers paid by the State could and did go out 
and preach the benefits of the system. 


Wisconsin State Fund. 

The amount of public aid given to the Wisconsin Insurance 
Fund was much less than that bestowed in Massachusetts, 
and the results have been correspondingly smaller. The law 
was enacted in 1911 and at the end of io1s the business in 
force was 461 policies for $379,000 of €nsurance, notwithstand- 
ing the fact that the Insurance Department had kept up a 
continuous campaign for business through circularizing, etc. 
The governor of the state last year made some very pointed 
remarks in recommending that the statute be repealed. 

New Zealand Government Insurance. 

In New Zealand a government insurance department was 
originated in 1569. At first it was started on the same false 
theory that agents were unnecessary; but when this theory 
was found unworkable the department employed a_ corps 
of soliciting agents, paying commussions and generally basing 
their business enterprise on the lines which had already been 
found practical by life insurance companies. The result is 
that a sound business has been built up by New Zealand in 
competition with regular life insurance. The privileges be- 
stowed upon the Insurance Department are a minor char- 
acter, and the management of the business has been on the 
whole sound and effective. The solvency of the fund is guar- 
anteed by the government, and postmasters throughout coun- 
try districts are frequently employed as agents, drawing com- 
missions on such business as they transact; but the Depart- 
ment pays taxes like any other life insurance company and 
also pays for postage, printing and other outlays. District 
managers are paid salaries and commissions and the DVDepart- 
ment writes sub-standard business as well as maintaining a 
temperance and a tontine savings fund section. Nevertheless 
it is evident to anyone who examines the condition of affairs 
that the results offered to the public by the New Zealand 
government department are not quite as good as those offered 
by the best private companies operating in the same territory, 
notwithstanding the fact that this department is probably the 
most successful (one might say the only successful) attempt 
the world has known in applying national insurance enter- 
prise to life insurance. Insurance holds a unique place in 
our social system. It is an educational influence which has 
grown out of the inherent wants of the people. The thought 
of protection is often dormant and has to be quickened by 
active solicitation such as would never have existed under 
bureaucratic management. This educational character would 
be destroyed if compulsion were applied and if people were 
insured irrespective of their own wishes. Indeed it must 
never be forgoten that compelling influences, even though they 
lead towards results of general physical comfort, nevertheless 
have a reactionary influence on the mental and moral sense 
of the people. 

Reconstruction After War. 

General rehabilitation after our recent war is a form of 
enterprise which, one would suppose, might be undertaken by 
the nations acting in concert: but there are few signs of any 
such harmonious attempt. The reconstruction work how so 
necessary for the normal comfort of the, world is being pushed 
by private enterprise and initiative. 

Human Vagaries. 

When we find unexpected economic conditions resulting 
from legislation designed to do good, we may look for under- 
lying general principles. A common understanding lies in 
the complexity of human nature. We are not a series of in- 
dependent atoms, all equal and unthinking. On the contrary, 
each has a mind and will of his own, differing from that of 
anyone else, We cannot escape class distinctions even if we 
would. They existed amongst the monks of old; they can be 
discovered between the poorest poor: we can find them in a 
flock of sheep. Our attempt should therefore be to reach that 
measure of toleration which American legislation has attained 
on religious questions. 

Balanced Forces. 

We are grouped and classified in a large number of planet- 
ary systems; each individual is the center of his own system, 
and our interests radiate out from ourselves to the family, 
to the community, then to the state and nation. 

We might call them “ Rest” and “ Restlessness.”’ In the 
language of science we speak of static and dynamic conditions. 
In the heavens they are in perfect balance; but in humanity 
—individual humanity—now one and now the other attains a 
preponderating influence. 

Avoid Extremes, 

There are two or three fundamental thoughts which are 
emphasized by the foregoing lines of discussion. The first and 
most important is that radicalism usually overreaches itself 
by causing a subsequent reaction, and therefore the best pro- 
gramme for the general good is that of very slow and cautions 
movement towards any legislation involving state or national 
enterprise. Monopoly on the one hand and unrestrained com- 
petition on the other are both evil, and a balance between the 
two is necessary. While therefore restraint of trade is bad, 
yet restraint of competition may be frequently good. 


Selfish Leadership. 

Again. it is clear that most of the Communists, as well as 
many of the Socialists, are striving for their own selfish ends. 
Their leaders are sometimes sincere in their desire to work 
for the good of the many; but too often the controlling motive 
is pride of leadership, and they use the selfish instincts of the 
people as a means of holding their positions. 

Dangers in Brief. 

Statutes frequently do not prsdese the effect intended; as, 
for example, the much heralded War Risk Insurance which 
was to supersede pensions and all demands for soldiers’ com- 








pensation after the war. While the objects aimed at are 
frequently missed, nevertheless when any power is unwisely 
yielded by the people, it can rarely be regained. This is 
another argument for caution in legislation of the type now 
discussed, since a multiplication of organized officials becomes 
almost irrestible. 

Hopeful Signs in Socialism, 

In following the stream of Socialism to its source, we find 
one cause more irreconcilable than others, namely, reaction 
and revolt aguinst an overbearing aristocracy. The aristocracy 
of wealth is equally guilty with that of family; indeed the worst 
sinners are those who, with uo real claim to distinction, desire 
to appear in aristocratic association. The resentful attitude 
of social democracy is in harmony with human‘ nature, and the 
force .s therefore one which should be guided with a spirit of 
sympathy. It only needs education. Some of the old guilds 
wh.ch preceded trade unions made it their duty to train their 
apprentices, and refused to admit any new member who was 
not a good craftsman. This attitude is reviving in some 
trade unions, and it is one of the hopeful symptoms. A higher 
inteiagence will show to the unions that in addition to com- 
fort in tife, with happy, healthful surroundings, and reason- 
able working hours, it is necessary for them to take a part in 
the general welfare work of the nation. From selfish motives 
they may yet realize that increased production is the only 
means of attaining better results for themselves. 


A METHOD OF VALUING BONDS OF A LIFE 


INSURANCE COMPANY. 
By J. Burnett Gibb. 


The subject of bond depreciation during the past few years 
has become one of great importance to many companies. The 
Insurance Commissioners during this period have\ allowed 
those companies which have not adopted amortization to use 
an average method of valuation which undoubtedly served a 
very useful purpose but which it would be impossible to em- 
ploy continuously in the future. This leaves for a permanent 
basis the alternatives of market values or amortization. A ma- 
jority of the states, by statute or by rulings, allow amortiza- 
tion, while the New York statute prescribes that it shall be 
used as a maximum standard. Statutes are also in force in 
Pennsylvania, Maryland, New Jersey, Massachusetts, Maine, 
Wisconsin, Connecticut, Minnesota, California and Oregon. 
The wording of these statutes is very similar and the New 
York statute may be taken as typical. This reads as follows: 

“ All bonds or other evidences of debt held by any life in- 
surance corporation authorized to do business in this state 
Shall, if amply secured and if not in default as to principal 
or interest, be valued as follows: if purchased at par, at the 
par value: if purchased above or below par, on the basis of 
the purchase price adjusted so as to bring the value to par 
at maturity and so as to yield meantime the effective rate 
of interest at which the purchase was made; provided that the 
purchase price shall in no case be taken at a higher figure 
than the actual market value at the time of purchase, and pro- 
vided further that the superintendent of insurance shall have 
full discretion in determining the method of calculating values 
accoring to the foregoing rule, and the values found by him 
in accordance with such method shall be final and binding; 
provided, also, that any such corporation may return such 
bonds or other evidences of debt at their market value or their 
book value, but in no event at an aggregate value exceeding 
the aggregate of the values calculated according to the fore- 
going rule.” 

It will be seen that the superintendent of insurance has dis- 
cretionary powers of a broad character. Of course it has been 
the practice not to allow amortization of bonds in default, 
und it is not unusual for cases to occur where amortization ig 
not allowed although the bonds are not in default. However, 
there are many cases where amortization is allowed and where 
market values have depreciated to such an extent that it 
would seem to indicate a lessening of security. In fact, under 
the amortization plan as now used it could hardly be other- 
wise. The phrase “if amply secured” is used in all these 
statutes. [It is evident that a bond at date of valuation may 
be still amply secured, and not so amply secured as at date 
of purchase, and of this lessening of security amortization 
takes no account. It would seem that a proper and con- 
servative practice would require that such lessening of 
one fd should be taken into account in the valuation of the 
yond, 

The experience of the last few years has shown that actual 
market values for the purpose of valuation of bond holdings 
of a life insurance company may be quite unsatisfactory. 
Except under very unusual circumstances a life company is 
in a position to hold such securities until maturity if it so 
desires and is rarely compelled to sell when market condi- 
tions are unfavorable. It is therefore probable that it will 
be generally agreed that under recent conditions neither 
market values nor amortized values present an ideal method 
of valuation. 

Since commissioners’ values cannot be considered as per- 
manent nor market values an entirely satisfactory method, it 
appeared desirable to endeavor to find a method based on 
amortization which is the plan most commonly used, and to 
make such modifications of that plan as would tend to re- 
move its objectionable features. 

Realizing that depreciation in bond values is due to two 
chief causes, one being temporary money market conditions, 
and the other actual lessening of security, and admitting that 
for the ordinary purposes of life insurance companies the de- 
preciation from fluctuating money market conditions may with 
safety be ignored, it would seem that we may properly use 
the amortization method after making an adjustment of 
values for actual reduction in security. 
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In an attempt to separate the amounts of depreciation due 
to the above causes it was necessary to arrive at an interest 
rate for each year which would represent the return on bonds 
of unquestionable security. It was decided that a reasonably 
satisfactory method of obtaining these rates would be to 
average the return on a number of issues of the highest class 
of underlying railroad bonds which it would be fair to 
assume were free from the question of depreciation through 
impairment of security. The following issues of bonds were 
used: 

Allegheny Valley RR. General 4's of 1942, 

Atchison, Topeka & Santa Fe Rwy. General 4's of 1995, | 

Chicago, Rock Island & Pacific Rwy. General 4’s of 1988, 

Lake Shore & Mich. Southern Rwy. 34's of 1997, 

Lehigh Valley RR. Consolidated 4's of 2005, 

Norfolk & Western Rwy. Ist Cons. 4's of 1996, 

Philadelphia, Baltimore & Washington RR. ist 4's of 1943, 

Pittsburgh, Cincinnati, Chicago & St. L. Rwy. Cons, 4's 
of 1940 Series A, 

Reading Co. & Phila. & Reading Coal & Iron Co, General 4’s 
of 1997. 

it was found that on the basis of market value these bonds, 
f-om Dec. 31, 1907, to Dec. 31, 1919, gave average returns of 
interest as follows: 

Per Cent. 
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Having made the assumption that these rates (which may be 
called basic rates) represent the interest yield in various 
years on bonds of unimpaired security, my intention was to 
measure the impairment of security in a given issue of bonds 
at any particular date by the difference between the value 
according to the basic rate prevailing on that date and the 
actual market value of the bond. Since any impairment at 
date of purchase is taken into account in the amortized value, 
only the impairment from date of purchase, if any, is to be 
deducted from that value. 

Valuations have been made as of December 51, 1915, and 
as of December 51, 1919. of ten issues of representative rail- 
road bonds and nine issues of representative street railway 
and public utility bonds, all purchased between the years 
1908 and 1915 inclusive. A schedule showing the issues of 
bonds with the individual valuations is appended. The totals 
are as follows 

10 Railroad Bonds. 
Market Amortized Commission- New 


Date. Par Value. Value. Value er’s Value. Method. 
Dec. 31, 1915...$2.550,000 $2.492.000 $2.505.254 ........ $2,482,087 
Dec. 31, 1919... 2.550,000 2.175.500 2,504,099 $2,304,000 2,459,384 

9 Street Railway and Public Utility Bonds, 
Dec. 31, 1915. ..$1,250,000 $1,168,500 $1,174,854 ........ $1,162,198 
Dec. 31, 1919... 1,250,000 951.500 1,185,281 $1,049,000 1,091,900 


It will be noticed from the above figures that in 1915 there 
was only a slight difference in result in the various methods 
of valuation as the bond market in that year might be con- 
sidered as approximately normal. 

In 1919 the new method gives a result on the valuation of 
$2.550.000 of railroad bonds considerably above market value, 
somewhat above the commissioner's value, and slightly less 
than the amortized value. This result seems reasonable as 
the bonds dealt with are of a class which should lend them- 
selves to amortization and their valuation should be close to 
the amortized value. 

In the 1915 valuations of the street railway and public 
utility bonds on a par value of $1.250,000 small differences are 
shown. but in the 1919 valuation we find greater variations. 
In 1919 the new method gives a value of $140,000 over market 
value, $43.000 over commissioner's value, and $938, under 
amortized value. This result, to my mind, also appears to be 
reasonable. This class of bonds had suffered severe deprecia- 
tion, some part of which was very probably due to impair- 
ment of security, both present and prospective: under which 
conditions, according to our theory, the amortized value should 
be materially reduced, 

In the case of equipment bonds, all of which are short-term 
investments, the values on the different bases are very close, 
and it would seem that the deductions from amortized values 
are negligible and that amortized values could properly be 
used. Due to the short term of the investment the fluctuation 
of interest yield is very wide. Values on ten issues of these 
bonds have been included in the schedule. 

Municipal bonds can also properly be amortized. Variations 
between results of the different methods of valuation are 
small. as may be seen from the figures in the schedule in 
which we give values on ten issues of these bonds. Undoubtedly 
the tax free features of these bonds have a very considerable 
effect upon their market value. and for that reason they are 
hardly comparable with railroad and public utility securities. 
~ — also seem proper to amortize State and Government 

onds, 

It is obvious that the basic rates must be carefully chosen 
in the applicetion of the propesed method, if it is to be of 
any value. High class railroad bonds were used in arriving 


at these rates because they are a type of bond of sound 
security but having a wide market, and subject in price to the 
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influence of money market conditions. It is not to be sup- 
posed that the rates given in this article should be taken as 
final—they were used more for the purpose of illustration—but 
it should be entirely practicable to arrive at a standard basis 
of rates. The issues of bonds used, both in calculating the 
basic rates and in the valuation data, were selected by one 
of oe financial officers of the company with which I am con- 
nected. 

It is realized that there are practical difficulties in sub- 
stituting a method such as has been outlined for those methods 
now authorized. It is of the utmost importance, however, 
that in considering such a question, for example, as that of 
surplus distribution, the management of a company should 
have before ,it the results shown by the different methods of 
bond valuation, especially at times like the present where 
the diffeffrent methods give very divergent results. It is my 
belief that the method described gives results which are in- 
thy at particularly as related to railroad and public utility 

onds. 

The subject of bond valuation has not occupied a large 
place in the Transactions of this Society, but it is one which 
has become of such importance that it is hoped, if this paper 
accomplishes nothing else, it will promote further discussion 
and interchaygge of views. 





COMPARATIVE RATES OF WITHDRAWAL. 
By Alexander T. Maclean. 


It does not seem to be a very difficult matter to obtain 
new business in these days, as the large amount of new busi- 
ness written by all companies during the past year has dem- 
oustrated and it is. of course, the desire of all company 
managers that business once obtained should stay on the 
books. The figures given herein may, therefore, be of special 
interest at this time. These figures are based upon the ex- 
perience of the Massachusetts Mutual Life Insurance Com- 
pary. The experience covers all policies issued in the years 
1903-1917, inclusive, up to the policy anniversary in 1918, 

In any consideration of these figures, it should be remem- 
bered that the rate of withdrawal in any institution will de- 
pend very largely upon the nature of the business written and 
in some degree also upon the character of the representatives 
of the particular company. It will also depend on the average 
age at issue, the kind of policies written and some other 
minor considerations. On the whole, however, it is believed 
that the experience here presented is sufficiently representative 
to indicate, in a general way at least, the trend of this ele- 
ment of our business, 

A large proportion of the material used in the present in- 
vestigation was also contained in the company's contribution 
to the Medico-Actuarial and the American-Canadian Mortality 
Investigations. As these investigations were compiled on the 
mean duration method, all withdrawals were omitted which 
took place in the calendar year of entry. An investigation 
of the withdrawals in the present experience indicated that 
they represented very nearly one-half of the tabulated with- 
drawals having a duration of one year. 

Accordingly the é@éxposed to risk formula was adjusted by 
giving the deaths one-half year’s exposure only and taking 
for the first year withdrawals, and cases having duration “1.” 
For the second year withdrawals, one-half of the withdrawals 
recorded in the calendar year “ 1°’ were taken, to which were 
added one-half of the withdrawals credited to calendar year 
“2?” and so on. The rates shown are thus rates of voluntary 
non-renewal, the numeratior being the number of cases with- 
drawing solely by reason of voluntary non-payment of prem- 
ium, and the denominator the “ Exposed to Risk” of such 
withdrawal. 

It is not claimed for this method that it produces exact rates 
of withdrawal. but we believe the results are close enough to 
establish fair comparative rates, which was the main object 
of the investigation. 

The investigation excluded “ Not-taken ” policies, endowment 
policies withdrawing by maturity and term policies with- 
drawing by expiry or conversion to other, plans. 

The total amount of experience investigated was as follows: 


Issues of Number of Policies. Amounts Insured. 
DT <cussaeeewhe AD.473 $112.798.200 
396,690 500 


$509,488, 700 


BOSRERES cccccccccces 154.765 
209,256 








The following table shows the graduated rates of an® 


drawal for the whole period. The experience was not com- 
puted for each individual age but for five-age intervals only, 
the ouinguennial age being taken as the central point of the 
group. 

The graduation wes done principally by inspection, the 
obiect beirg to retain as far as possible the characteristics 
of the original figures. 


Table I.—Rate of Withdrawal. 


Issues of 1903-1917, Exposed to Pol'cy Anniversary in 1918. 


Policy 
Years. 15. 20 


Central Age of Quinquennial groups. 
> 30% 3% 40 4. OF. %. @ 64. 
Computed on Policies. 
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Computed on Amounts. 

P -tan end 080 130 .125 .105.. 080 .075 070 .065 .045 .035 
7 eeeten ¢ 065 .105 .100 085 .075 .065 .065 6.060 .060 .045 ..035 
 pavees 030 .045 .045 «4.040 4.040 1.040 1.040 .040 .040 .040 .025 
 ceeees dl 30 040 040 055) 6.035) «4.087 «6.040 =—.040) =—.040) =—.035 £020 
 oucone 4 030 035 .035 .0385) 6.035) «6.0385 «6.0385 «=—.0385)«=—.030 3.035) «6.020 
6-10 025 025 0025 .025 .025 .025 .025 .025 .025 .030 .020 
11-15 ... .015 .020 .020 .020 .020 .020 .020 .020 .020 .030 .010 

It is interesting to observe that the rates of withdrawal are, 
as might be expected, lower when computed by amounts than 
when computed by policies. 

Withdrawal Experience by Habitat. 
As already indicated, the ews purpose of the investiga- 
tion was to afford some index of the relative withdrawal 
experience in the various agencies of the company. The fig- 
ures here shown represent combinations of agency figures, 
the agencies being combined in the same groups as given on 
page 70 et seq., of the second volume of the American-Can- 
adian Mortality Investigation. The relative value of these 
figures will probably depend to a considerable degree on 
the character of the agencies in the various localities, as 
naturally in a well-managed agency the rate of withdrawal 
would tend to be less than the corresponding figure in an 
agency of less efficient character. 
In order to save reference, the following tabulation of the 
habitat groupings is given: , 
1. Connecticut, Maine, Massachusetts, New Hampshire, Rhode 
Island, Vermont. 

2. New Jersey, New York, Pennsylvania. 

5. Delaware, District of Columbia, Kentucky, Maryland, North 
Carolina, Tennessee, Virginia, West Virginia. 
4. Illinois, Indiana, Michigan, Missouri, Ohio, Wisconsin. 
5. Florida, Georgia, South Carolina. 
6. Alabama, Arkansas, Louisiana, Mississippi. 
7. lowa, Kansas, Minnesota, Nebraska, North Dakota, South 
Dakota. 

8. Oklahoma, Texas. 

9. Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, 
Utah, Wyoming. 

10. California, Oregon, Washington. 

It should perhaps be stated here that no account was taken 
of change in residence. A policyholder having been insured 
in a New York agency was assumed to have remained in 
that agency throughout the whole period of investigation or 
until the prior termination of the contract. 

Table VI—Withdrawal Experience by Habitat. 
Group Percentage of Company’s Stapdard Issues 1903-1917, 
Exposed to Policy Anniversary in 1918. 
Group Policy Years. 
No. 1. 2. 3. 4 5. 1-5. 6-10. 1-15. 
Amount at Risk to the Nearest Hundred Thousand. 
a Sibbmeeateeal $89 $748 $6153 $5232 $441 $3216 $1264 SASS 
 aeeamh due 1038 S60 64 5&9 497 3675 1405 RHAT6 
 caneeasas ° TO4 DOG 452 O87 535) 2440 S84 3552 
i easanesene 1456 1146 SOS THD (40 44895 j.1871 7341 
i - savbeuanes 165 7 113 97 83 HOS 256 943 
- eed eusebes 141 121 1G 81 70 509 178 724 
| are 423 16 272 179 138 1289 362 1742 
7 enese'eodaun 42 > 23 20 16 132 47 197 
 “tweecueces 33 30 25 21 20 129 56 198 
aD eewseuewes 198 156 122 101 81 658 206 936 
. Percentage by Amounts. 
D #eeeseecne 55% 6% 6% T4% 78% 59% 23% GA% 
7 ehewseeeee 74 75 86 % 101 79 101 2 
- Depve neues 126 125 115 106 103 121 101 118 
 beecceneee 109 113 113 106 101 110 101 109 
7 eheseuacan 117 113 110 122 106 113 105 109 
errr 93 92 95 111 103 96 97 97 
” ¢edsaeveus 139 144 118 117 115 141 109 146 
 senétenese 159 153 113 133 147 153 141 150 
 éedehecees 144 121 93 9S 109 121 93 113 
| De desakesedte< 143 14 152 127 124 147 141 150, 
Ps Percentage by Policies. 
errr 6% 36% T4% 82% 8% 62% 88% 6% 
7” sendenedee 79 76 81 2 82 77 81 79 
- ssusdsedes 122 121 111. 107 106 118 103 117 
- neeeibuves 108 110 107 102 98 107 96 104 
7 deanewastite 116 116 111 119 117 115 107 111 
> -” sdesneneua 98 97 97 104 106 98 103 103 
- ébvsaésues 129 135 119 122 128 36 118 140 
7” stivceaeane 154 146 128 147 152 149 96 136 
” “eceseeedews 114 110 95 89 74 104 59 97 
Ee éhdkesueve 12 131 130 119 122 130 114 129 


As a matter of interest, Table VII has been added to show 
the mortality according to habitat as compared with the 
figures shown in the second volume of the American-Canadian 
Mortality Experience. There are of course several points of 
difference between the two sets of figures. 

The data included in the American Male table was based on 
experience during the years 1900-1915, inclusive, and on poli- 
cies issued from 1843-1914. The Massachusetts Mutual ex- 
perience is a relatively later experience. Further, the period 
covered by the Massachusetts Mutual experience included some 
of the high mortality experienced from the influenza epidemic. 

It should be remembered of course, that some of the ratios 
shown in the above table are more the result of a limited 
experience than a reflection of the actual conditions. The 
_—— have been given in each case, however, for the sake 
of completeness. 





Table ViII—Mortality According to Habitat Ratio Actual to 
Expected Deaths. 


Policy Habitat Group. 

Year. 1 ee Fak ee ae S = 9. 10. 
---- Mass. Mut... @& 110 111 88 132 49 84 458 77 144 
A.M. Exp... 77 & 111 91 168 150 86 113 109 94 
2..... Mass. Mut.. 87 138 109 90 102 93 86 19 130 7 

A.M. Exp... 983 103 120 87 119 137 74 06 
Beecsee EO... S&S SB 2 5 62 131 140 62 197 92 
A.M. Exp... 86 102 102 168 143 70 117 9 81 
4..... Mass. Mut.. 81 S88 S86 ST 96 106 118 121 44 117 
A.M. Exp... 99 102 122 87 115 103 9 102 114 10 
Oo..--. Mass. Mut.. 88 68 133 96 91 2 238 187 © 8 
A, Exp... 9% 114 89 118 112 96 132 122 92 
6, etc... Mass. Mut.. 111 85 119 S87 144 92 128 81 120 
A.M. Exp... 96 93 113 89 4 117 114 146 98 106 
Total. Mass. Mut.. 96 98 113 89 94 117 114 146 93 106 
.M. Exp... 954 103 108 95 124 124 89 109 #8 100 





PRELIMINARY TERM INSURANCE. 
By A. A. Welch. 


In this timely paper Mr. Welch discusses the preliminary 
term method of valuation from the point of view of (1) Safety 
(2) Adaptability to Business Requirements, and (3) Acquisi-. 
tion I.xpense Limitation. With regard to (1) the writer points 
out that the full net premium reserve provides a little less 
actual insurance and insists on somewhat greater self-insur- 
ance on the part of the insured than does the preliminary 
term method of valuation; as compared with the select and ulti- 
mate method he considers the preliminary term method su- 
perior. As to “Adaptability,” the preliminary term valua- 
tion automatically makes allowance for acquisition expenses 
so that no matter how much or how little business is written, 
the reserves a company maintains automatically yield the 
necessary initial expenses; moreover, not only could com- 
panies write any amount of new business without straining 
their resources, but no section 96 of the New York Laws 
would be required to preserve the interests of old ag 

e 


ers. With reference to acquisition expense allowance, 
author shows that if the allowance for expense under the 


preliminary term method be defined as the full net premium 
for the age at issue less the net one-year term premium 
plus the full loading, but with no net premium allowance in 
excess of that under the ordinary life policy the total expense 
allowance in an average distribution of business does. not 
differ greatly from that allowed under section 97 of the New 
York Law. 

Such a method of valuation would, therefore, permit the 
organization of new companies and would improve the basis 
of operation of young. small companies: and it would allow 
all the old, well-established companies to write all the busi- 
ness possible within the accustomed limits to initial expenses. 





INFLUENCE OF OCCUPATION UPON 
MORTALITY. 
By Arthur Hunter and Dr. Oscar H. Rogers. 


The subject of the influence of occupation upon mortality is 
one which has’ been forced upon our attention more strongly 
in recent years than formerly. This is due to the great ex- 
pansion in industry and to the increase in wages which has 
brought a larger percentage of the industrial population into 
the market for “ ordinary ’”’ insurance where industrial insur- 
ance was formerly taken. In view of the increasing im- 
portance of occupation in the selection of risks we desire to 
present a schedule of the relative mortality in a considerable 
number of occupations. 


Reasons for Mortality Due to Occupation. 

The differences of mortality in various occupations 
due to three principal causes: 

(aj) Accident, 
(b) Unhealthful circumstances of the employment itself, 
(c) Unsanitary surroundings. 

Many railway employees, for example, are exposed in the 
course of their daily work to accidents. The same is true 
a. steel workers, employees on building construction, and the 
like. . 

In the category of unhealthful circumstances of the em- 
ployment itself may be mentioned the occupation of stone 
cutting in which the fine particles of dust induce changes in 
the lung tissue. Glass grinders and polishers are subjected 
to the same hazard, both from the particles of glass, and 
from those of the abrading powder. The fumes from chemi- 
cals, such as ammonia from electric storage batteries and 
the — effect of lead burning, would also come un- 
der (b). 

Under the heading of unsanitary surroundings may be 
mentioned workers in cold storage warehouses, and other 
employees subjected to rapid changes of temperature such as 
rubbers in turkish baths, workers in improperly ventilated 
mills and in factories built on swampy ground. 

In some occupations there may be a combination of two or 
all of these factors. In the case of underground miners, for 
example, the death rate is not only high from accident, but is 
also high from pneumonia, by reason of the rapid changes 
of temperature to which they are exposed, and possibly also 
to the rapid changes of atmospheric pressure. On the other 
hand the accidental death rate above the normal in certain 
occupations cannot be taken as the measure of the extra 
mortality because it may be partly offset by a low death rate 
from tuberculosis due to a healthful outdoor life. 
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Incidence of Mortality. 

On the actuarial side it is obvious that the extra hazard in 
some occupations may be represented practically by a con- 
stant addition to the normal death rate and in others by a 
percentage addition to it. Furthermore, in some occupations 
the increasing skill may result in a decrease in the constant 
addition after middle age while in other occupations the mor- 
tality may be truly represented by a percentage addition at 
the younger ages which would decrease or become a constant 
at the older ages, due to the increasing ability to withstand 
the disease incident to the occupation. It is evident therefore 
that to attempt to prepare a schedule which would take into 
account all of these conditions would be impossible in our pres- 
ent state of knowledge, especially is this true of those occupa- 
tions in which the amount of material available for analysis 
is too scanty. It is unfortunately true that there are few 
occupations in which the statistics in existence are sufficient 
to enable us to determine the incidence of mortality by age. 


Permanent Total Disability and Double Indemnity Benefits. 
The work of the actuary in connection with occupations has 
been greatly complicated by the introduction of total and 
permanent disability, and also by the more recent general 
accident double indemnity feature. There are certain occupa- 
tions in which the liabitlity to disease such as tuberculosis is 
greatly above the average which would make it inadvisable 
to grant permanent and total disability benefits. There are 
other occupations in which there would be no objection to 
granting these benefits but in which general accident double 
indemnity might not be granted by most companies on ac- 
count of a high accident .rate. There are still other occupa- 
tions in which neither disability nor double indemnity is 
generally granted. 


TREATMENT OF DISABILITY CLAIM TRANSAC- 


TIONS IN ANNUAL STATISTICS. 
By J. S. Elston. 


The author sets forth a comprehensive scheme of disability 
benefits accounting, designed to include not only the simpler 
benefits —the ordinary waiver of premium prior to the lim- 
iting age and the income payable upon disability — but also 
the more complicated benefits, such as ‘*‘ modified waiver” 
above the limiting age, in which case the premiums waived 
are carried as a lien against the policy, the “reducing” in- 
come benetit, where the instalments of income paid are de- 
ducted from the face of the insurance, or where an option to 
the insured exists upon the occurrence of disability. An in- 
novation in connection with the accounting of these more 
complex benefits is the establishment of a “ Disability Loan” 
account, which is logically developed in relation to the usual 
accounts. It may be that some such modification will be 
required in companies’ annual statements when the amount 
of disability benefits are largely increased over their present 
extent as a consequence of the great volume of business now 
being written with these benefits. 





MORTALITY AMONG AMERICAN ANNUITANTS. 


By Arthur Hunter. 

In this paper Mr. Hunter presents an analysis of the com- 
bined annuity experience of twenty American companies, 
which have issued about 959% of the annuities granted on 
single lives in the United States. The experience was car- 
ried to policy anniversaries in 1918. The mortality among 
American annuitants is proved to be lower than that shown 
in the British Offices Annuity Tables, especially in case of 
female lives throughout, and in case of male lives at the 
higher ages. It was, therefore, believed advisable to form a 
graduated select table based on lives, not on amounts, and 
this adjustment was carried out by Makeham’s Law in order 
to arrive at tables capable of being used with facility in 
joint life calculations. Complete tables are furnished of the 
rate of mortality for both male and female lives from age 
twenty at entry upward, five years’ selection being exhibited 
in each case, Specimen rates on suitable bases are submitted 
and compared with gross annuity premiums now in use, At the 
high ages at entry for female lives the specimen rates show 
a lower yield than any now quoted by companies operating in 
New York State. 


STUDY OF CASES WITH A HISTORY OF 
ASTHMA, RENAL COLIC, OR PLEURISY 
(OTHER THAN PURULENT). 


By Dr. Harry Toulmin and Oliver W. Perrin. 

Dr. Toulmin and Mr, Perrin have submitted the experience 
of the Penn Mutual, in connection with the above-mentioned 
impairments, on issues of 1885-1908 to 1918 anniversaries. In 
ease of asthma, the actual mortality was 111% of the “ ex- 
pected " by the medico-actuarial table. the degree of impair- 
ment being more marked at the higher ages. The ratio of 
“actual” to “expected ” mortality in the “ renal colic” cases 
was 115%. The overweight members of this group show a 
ratio of 1539: as in the medico-actuarial experience, age at 
entry and duration do not appear significant. The pleurisy 
cases showed a ratio of 108% as a whole, but 168% if there 
has been one attack within five years and only 88% with an 
attack more than five years ago. The short period since at- 
tack is distinctly serious at younger ages at entry. In gen- 
eral, with regard to all three impairments, the more remote 
the attack the lower the ratio; any of these impairments may 
be accepted at standard rates only if rigid selection is main- 
tained, regardless of period or frequency of attack and 











pleurisy cases should be declined at younger ages, especially 
if attack is less than five years old. 





ACTUARIAL NOTES. 

In one note, Mr. S. A. Joffe has submitted a review of a 
recent German publication entitled ‘* Mortality Experience of 
Life Insurance Companies in Germany, 1876-1905," issued on 
the occasion of the semi-centennial anniversary of the Asso- 
ciation of Life Insurance Companies, which was founded in 
Iss). The writer includes a table of the adjusted select and 
uggregate rates of mortality for specimen entry ages based 
on the section of the experience comprising entrants in years 
1S76-1S85. 

In a second note, Mr. R, Fassel explains briefly a continu- 
ous method of applying a well-Known “ approximate summa- 
tion” formula to the calculation of joint and survivor an- 
nuities on a large group of lives. The principle is to calculate 
the addition to the value of the annuity because of the inclu- 
sion of successive lives and results in a much abbreviated 
method of calculation. 

A paper was presented by Valentine Howell on “ Two Grad- 
uations of the American-Canadian Mortality Experience,” 
which was so technical in its nature as not to admit of any 
brief review. 


USING KIPLING AS AN ACCELERATOR FOR 
LIFE INSURANCE. 
The, Detroit Life Insurance Company of Detroit, Mich., in 
its recent Bulletin publishes Wilbur S. Tupper’s parody on 
Kipling’s “If,” which is: — 


(With the usual apologies to Mr. Rudyard Kipling.) 
If you can keep your nerve when all about you 
Are talking of the hard luck they've been through; 
If you can trust yourself when prospects doubt you, 
And make allowance for their doubting, too; 
If you can canvass hard, instead of waiting, 
Nor heed the lies competitors will tell: 
If you can keep right on, without misstating 
A singie fact about the goods you sell; 





If you can dream of making your profession 
A high success achieved through noble aim: 
Not letting failure cause the least digression, 
As, undismayed, you still play out the game: 
If you can bear to hear the truth you've spoken, 
ty competition twisted to a lie; 
Or know that promises sometimes are broken, 
On which you felt you surely could rely; 


If vou can know sttccess and still be humble, 
And smile when you have tasted of defeat; 

If you can see your castles take a tumble, 
And still press on and never know retreat: 

If some eakind rebuff you keep from shrinking, 
And keep your temper to the very end; 

If you can bring men to your way of thinking 
And have them look on: you as their best friend; 





If vou can feel the strength of your conviction, 
And make the other fellow feel it, too; 
If you can feel that luck is but a fiction, 
And only hard work puts the business through: 
If you've the nerve to hustle every minute, 
And feel each day your task is but begun, 
Yours is the Earth and everything that’s in it— ° 
fou'll be a Life Insurance Man, my sen! 
—Wilbur S, Tupper. 


And the Bulletin of the New York Life is a close second 
in its reference to the business written as a 
*Twas “The Everlasting Team Work of Every 
Blooming Soul.” 


“The period of effort for Vice-President Buckner will be 
: . 


over by the time you get this Bulletin. On behalf of those e 


of us who have been handling the Home Office end of the 
work, I want to thank you all for your truly wonderful co- 
operation. The colossal figures speak for themselves — and 
for you. 1,765 of you at this writing have filled your stiff 
allotments, with still five days for final returns to come in. 
There'll be many more records made yet. 

We want to thank also those who did not reach their al- 
lotments, but who did their very best. It was the traditional 
Nylic co-operation and pulling together of everyone that did 
the trick. 

Kipling expresses it exactly — 

‘It aint the guns nor armament, 


Nor the funds that they can pay, 
But close co-operation 
That makes them win the day. 
It aint the individual, 
Nor the army as a whole, 
But the everlasting team work 
Of every blooming soul.’ ”’ 


Life insurance is almost a perfect illustration of “team 
work” in its highest sense. 
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LATEST INSURANCE DECISIONS DISCUSSED 
By WILLIAM OTIS BADGER, JR. 
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PRESUMPTION OF DEATH ARISING FROM CON- 
TINUOUS ABSENCE OCF SEVEN YEARS—ITS 
APPLICATION TO LIFE INSURANCE POLICY. 

It is a general presum ption in law that a person who has 
been continuously absent from his home or place of residence 
and unheard of by those who, if he had been alive, would 
naturally have heard’ of him through the period of seven 
vears, is dead. However, the burden of establishing the facts 
which may, within reason, give rise to the presumption, is 
upon the person invoking it. An example of this doctrine and 
its application to a life insurance policy is to be found in 
the case of Butler v. Mutual Life Ins. Co. of New York, 
reported in 225 N. Y. at page 197. 

In that case the beneficiary under a policy of life insurance 
brought an action to recover the amount of the insurance. 
The policy issued by the defendant company, dated May 12, 
1905, insured one Charles T. Butler. The plaintiff offered no 
direct evidence of his death, relying wholly upon the pre- 
sumption of death arising from his absence, unheard of and 
unexplained during more than seven years. On the trial 
counsel for the insurance company moved for a dismissal of 
the complaint, which motion was denied and exception duly 
taken. On this ground the case was brought to the Court of 
Appeals. The evidence, briefly, was as follows: 

Ine May, 1905, the time when: the policy was issued, the 
insured resided with his parents in the city of Rochester, 
N. Y. In March, 1906, having learned the machinists’ trade 
he went to St. Louis, Mo., and became employed as a travei- 
ing installer of a telephone company. Before leaving his fam- 
ilv he expressed the ‘ntention that he was going west, to some 
place where he could earn more money. Beginning with St. 
Louis, Mo., he commenced a series of travels: from one city 
to another, always working further west, employed in various 
cities in different capacities. During the year 1906 he fre- 
quently wrote letters to his mother. Thereafter his letters 
were infrequent, and after October, 1907, no letter or com- 
munication was received by his mother from him and no tid- 
ings whatsoever of him were received by his mother or any- 
body else. to her knowledge. Such letters as his mother did 
receive during the year 1906 always evidenced his intention 
of traveling further west in search of a better job and higher 
wages. In September, 1907, after an unexplained silence of 
thrce months, he wrote to his mother asking for a recom- 
mendation. This letter was written from Hutchinson, Kan., 
ard stated that the writer was leav'ng for Dodge City, Kan. 
Thereafter, and in the month of October, 1907. two postal 
cards were received from him, one postmarked Raton, N. M., 
which stated “I am going farther west,” the other. postmarked 
Reno, Nev., which stated, “I am on my wav.” Beginning in 
1910, and extending during the years 1912, 1913, 1914 and 1915, 
the insured’s mother instituted extensive and widespread in- 
quiries regarding her son, the insured, and advertised in New 
York. Rochester and Chicago papers. When the insured left 

@ Rochester there was deposited in his name about $100, which 
remained on deposit and had heen transferred, at a time not 
disclosed, from his name to that of his mother. Upon the 
above facts the New York Court of Appeals decided that as 

a matter of law no inference could be reasonably drawn from 

those facts that the insured was dead. 

The opinion in part is as follows: 

“The law contains the general presumption that a person 
who has been continuously absent from his home or place of 
residence, and unheard from or of by those who, if he had 
been alive, would naturally have heard of him through the 
period of seven years, is dead. The presumption does not 
arise, however, when: there exist circumstances or facts which 
reasonably account for his not being heard of, or his absence 
and abstention from communication are reasonably explained 
without assuming his death, or where diligent inquiry as to 
whether he is alive or dead has not been made. * * * The 
burden of establishing the facts which may, within reason, 


=, 





give rise to the presumption is upon the person invoking it. 
He mvst prove more than the mere fact of absence during 
the period. He must prodrce evidence to justify the infer- 
ence that the death of the absentee is the probable reason 
why nothing is known about him. Before a court is justified 
in presuming the death of a person, at a designated time, 
because of his absence, the proof should remove the reason- 
able probability of his: be‘ng alive at the time. The presump- 
tion docs not arise where it is improbable there would have 
been any communication with those who naturally would 
receive it. Whether or not the absence is unexplained except 
by death, or, in fine, whether or not the presumption arises 
from the evidence is almost always, of necessity, a question 
for the jury. Whenever, however, the evidence is without 
contradiction and incapable, whether without or with contra- 


diction, of creating, in reasonable minds, conflicting inferences, 


the question is one of law for the trial justice to decide. 

The instant case rests wholly upon wunconflicting evidence 
produced by the plaintiff. The contents of the communications 
from the insured establish clearly and directly that he, prior 
to and at the time of the cessation of those communications, 
had the definite and fixed intention of not returning to the 
home of his parents. He had formed the purpose of seeking 
elsewhere, in the west, or the north or the south, the oppor- 
tunity and the location satisfactory to him and conducive to 
the acquisition of money. He had become a fortune seeker, 
He declared his intention of setthng and of engaging in busi- 
ness in another place than the city of Rochester, and his ab- 
sence from that city does not create the inference that it was 
caused by his death. The contents of those communications 
and the other facts do not justify the inference that death is 
the probable reason why nothing has been heard from or of 
him since October, 1907. They establish that the insured left 
the home of his parents hopeful and intending to send his 
mother moneys from his wages to be saved. His absence was 
not to be temporary. The anticipated success and result were 
not achieved. The prcof discloses two remittances only to his 
mother. His letter of October 16th, 1906, reveals an offer of 
financial help from his mother to him, the facts that he had 
not saved a cent and was seeking a change in his occupation 
to that of a brakeman, and had acquired the inclination to seek 
new opportunities and locations. The ties of his former home 
and family were disintegrating and dissolving. As early as 
April, 1607, he had formed the resolve or practice, at least, 
of refraining from sending letters to his family. Between 
that month and the latter part of September, 1907, the sole 
communication was the postal card of June 4, on which he 
stated: “Going through to Kansas City,” and his parents did 
not know where he was or what he was doing and sought 
information in those respects from those who had employed 
him. His letter cf September 22, 1907, shows that it was 
written solely because he wished his father to procure and 
forward to him a recommendation. It did not afford his 
parents any intelligence of his condition, occupation or loca- 
ticn through the previous months during which he was un- 
heard of. The first sentence of it is persuasive to the con- 
clusion that his silence was deliberate and was to continug 
until he had proven, at least, that he was not “a failure.” His, 
practice of refraining from writing to his parents was natur~ 
ally confirmed and made rigorous by the facts that his parents: 
declined to fulfill his request or to further correspond with» 
him. In the postal cards of October, 1907, he told them, 
simply, he was on his way farther west. He did not care to 
inform them of his intended or probable destination or occu- 
pation cr vouchsafe a single word concerning his condition, 
intentions, or past activities. He, in effect, had ceased to 
communicate with his family through many months during 
which it is certain he was living, and his later writings indi- 
cate, beyond question, that the cessation would be continued. 
The clear and direct inference is tHat his resolution and habit, 
and not death, is the probable reason why nothing was known 
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about him at the commencement of this action. 
ence is upheld additionally by the other facts. 
unmarried, in good health, of good appearance and ambitious 
to prove himself capable of securing success. 
suggestion in the evidence that he was despondent, or was or 
intended to be venturesome or prone to subject himself to un- 
We know commonly that disappearances such 


usual risks. 


This infer- 
He was young, 


as his are not rare. 


There is no 


His future appearance is not improbable. 


In view of the present agencies of extending aid and care in 
case of sickness or accident, and intelligence to those con- 
cerned in case of disaster or death, the facts put forward as 
the source of the presumption of death, because of absence 
and lack of intelligence, should be carefully considered and 
should sustain that presumption.” 








REPORTS UPON COMPANIES AND ASSOCIATIONS 





AMERICAN INSURANCE UNION, 
COLUMBUS, OHIO. 
Reinsures Business of Catholic Mutual 
Benefit Association. 

This fraternal beneficiary society rein- 
sured the business of the Catholic Mutual 
Benefit Association of Hornell, N. Y., as of 
May 15, 1920. See article on the latter so- 
ciety elsewhere herein. 





OF WAR RISK INSURANCE 
ANNOUNCEMENTS. 

During the month of May several an- 
nouncements were made by the director, 
two of which, dated the first and the fifth, 
are: 


BUREAU 


Number 230B—May 1, 1920. 

“ Settlement of 127,151 insurance claims, 
for desth and total permanent disability, 
and representing a total value of $1,155,- 
552,173.45, is announced by Director R. G. 
Cholmeley-Jones, of the Bureau of War 
Risk Insurance. Only 5,119 claims are 
pending, and in these cases the claimants 
are beneficiaries, in many instances resid- 
ing in foreign countries, where disturbed 
conditions render communication impossi- 
ble. 

“Tt now requires only about five days 
from receipt of final evidence of death in 
an insurance case for the issuance of the 
first check, and frequently cases have been 
handled even more rapidly in the Compen- 
sation and Insurance Claims Division of 
the Bureau. ‘ 

“In cases of total permanent disability, 
men have been examined, the award made, 
and the first check placed in their hands, 
all within a very few hours.”’ 


Number 232B—May 3, 1920. 

‘Former service men are notified by 
Director R. C. Cholmeley-Jones, of the 
Bureau of War Risk Insurance that a new 
official circular of information listed as 
‘LD-9" and entitled ‘New and Liberal 
Features of War Risk Insurance’ is now 
issued. 

“The text of this bulletin is based upon 
the latest amendment to the War Risk Act 
which permits payments in one sum on 
converted insurance in case of death, and 
enlarges the permitted class of beneficiaries 
in the case of both war risk (term) and 
converted insurance. 

“The circular is printed in booklet form, 
illustrated by charts, and has an index, by 
the use of which, any ordinary question 
about government insurance may be readily 
answered. A copy of the booklet may be 
obtained by writing to the Bureau of War 
Risk Insurance, Washington, D. C., or upon 
application to organizations of former ser- 
vice men and welfare organizations co- 
operating with the Bureau of War Risk 
Insurance. 

“Former service men, whose insurance 
has lapsed or been canceled, and who 
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wish to reinstate it or convert it, or to 
effect both these processes at the same 
time, are advised to secure a copy of the 
official form described as ‘ LD-8,’ ‘ Good 
News for All Ex-Service Men,’ which is a 
combination of information sheet and re- 
instatement and conversion blanks, the lat- 
ter to be filled out, detached and mailed 
directly to the Bureau. 

** Regardless of how long a service man 
has been discharged or how long his in- 
surance has lapsed or been canceled, he 
may reinstate his War Risk Insurance at 
any time before July 1, 1920, or within 
eighteen months after his discharge, if that 
be a later date, and upon payment of only 
two monthly premiums on the amount of 
insurance he desires to reinstate, with a 
satisfactory statement of health.’ 





CATHOLIC MUTUAL BENEFIT ASSOCI- 
ATION, HORNELL, N. Y. 





Business Reinsured in the American Insur- 
ance Union, of Columbus, Ohio, by the 
Insurance Department of New York, 


This society was examined by the In- 
surance Department of New York as of 
December 31, 1918. The report dated 


March 31, 1919, was reviewed in much de- 
tail in ** Best’s Life Insurance News,” July 
1, 1919. 

On May 11, 1920, Jesse S. Phillips, State 
Superintendent of Insurance, took posses- 
sion of the Supreme Council of the Catho- 
lic Mutual Benetit Association, a fraternal 
beneficiary association with home offices 
at Hornell, Steuben county, N. Y., and im- 
mediately insured all members with the 
American Insurance Union, a_ fraternal 
beneficiary insurance association, of Colum- 
bus, Ohio. The action of Superintendent 
Phillips was taken pursuant to an order 
granted by Justice Adolph J. Roden- 
beck, sitting at Special Term of the 
Supreme Court at Rochester, N. Y., upon 
the application of Superintendent Phillips. 
Under the contract made by Superintend- 
ent Phillips the insurance of all members 
of the Catholic Mutual Benefit Association 
is to be continued by the American Insur- 
ance Union from May 15, 1920, until May 
31, 1920, and thereafter as to members 
who accept the benefits of the contract 
made by Superintendent Phillips, with the 
American Insurance Union. 

On his application to Justice Roden- 
beck Superintendent Phillips told the 
court that he deemed it advisable and 
advantageous and for the benefit and best 
interests of the members and creditors of 
the Supreme Council of the Catholic 
Mutual Benefit Association that all of the 
members be transferred to the American 
Insurance Union and their insurance con- 
tinued with that association and that the 
Catholic Mutual Benefit Association be 
liquidated and dissolved. 








The Supreme Council of the Catholic 
Mutual Benefit Association is composed of 
grand councils and subordinate branches. 
The Supreme Council is the legislative or 
governing body and has exclusive jurisdic- 
tion over the Grand Councils and subordi- 
nate branches. The Grand Council of the 
State of New York was first founded in 
1876. In 1879 the Grand Councils of Penn- 
sylvania, Michigan and Canada were or- 
ganized. Since then the Grand Councils 
of Ohio, Kansas, Massachusetts and Que- 
bec have been organized. The Canadian 
Grand Council withdrew from the Associa- 
tion in 1892. The Supreme Council issued 
certificates to members in sums from $500 
to $2,000. The benefits were payable upon 
the death of members, except in cases in 
which a member lived beyond the age of 
seventy years, in which case old age bene- 
fits were paid. 

A recent examination of the Catholic 
Mutual Benefit Association, made on behalf 
of Superintendent Phillips, by J. F. Tucker, 
an examiner of the Insurance Department, 
shows that its total assets, including as- 
sessments in process of collection, amounted 
to $528,709.53, while its liabilities amounted 
to $595,416.85, the excess of liabilities over 
assets being $266,707.52. From these fig- 
ures the examiner concluded that the Cath- 
olic Mutual Benefit Association is insol- 
vent and that its further transaction of 
business would be hazardous to its mem- 
bers, creditors and the public. 

Superintendent Phillips when seen said: 


* Under the circumstances I think 
the best possible arrangement __ that 
could be made has been made for the 


members of the Catholic Mutual Benefit 
Association. The contract which I have 
made for their benefit has been approved 
by the court. The contract provides that 
all members of the Catholic Mutual Benefit 
Association in good standing or who pos- 
sessed the right of reinstatement on May 
15, 1920, may continue their insurance 
with the American Insurance Union sim- 
ply by paying promptly their assessment 
for May, 1920, and thereafter pay the level 
rate at the attained age of each member 
respectively in the year 1920, according to 
the table of rates set forth in the contract. 
The contract offers many advantages to the 
members which they could not obtain if 
they sought insurance separately and from 
different insurance companies. The prin- 
cipal advantages are that the members 
may continue their insurance with the 
American Insurance Union without medi- 
cal, physical or other examination of any 
kind. After one year from May 16, 1920, 
all liens now against the certificates of the 
members who accept the contract will be 
canceled and become null and void. This 
will enable the members to continue their 
insurance with the American Insurance 
Union and to avoid making contributions 
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to pay the great accumulations of death 
losses now unpaid by the Catholic Mutual 
Benefit Asociation. 

“The American Insurance Union was se- 
lected because it is a fraternal benefit in- 
surance association having a constitution, 
by-laws and plan of insurance similar to 
that of the Catholic Mutual Benefit Asso- 
ciation. I have recently given the Ameri- 
can Insurance Union ‘authority to do busi- 
ness in the State of New York.” 


Fowler to Have Charge of Work. 


Superintendent Phillips has appointed 
Clarence C. Fowler, Chief of the Bureau 
of the State of New York Insurance De- 
partment, for conducting and liquidating 
the business of delinquent insurance com- 
panies, Special Deputy Superintendent of 
Insurance to take charge of the Catholic 
Mutual Benefit Association, and merge its 
membership. Mr. Fowler is the Special 
Deputy Superintendent of Insurance who 
recently completed the successful reorgani- 
zation of the Polish Union of America, of 
Buffalo, N. Y. He is the Special Deputy 
recently appointed to liquidate the New 
York National and Seneca Fire Insurance 
Companies of Buffalo, and was the Special 
Deputy who successfully merged the Na- 
tional Service Life Society of Rochester with 
the American Life Society and the United 
States Grand Lodge, Independent Order of 
Sons of Benjamin, a Jewish fraternal or- 
der doing business in New York City, with 
the Metropolitan Life Insurance Company. 

John J. Hynes, of Buffalo, supreme 
president of the Catholic Mutual Benefit 
Association, said: 

“The contract which Superintendent 
Phillips has made with the American In- 
surance Union provides that 30% of the 
gross contributions made the first year by 
member who accept the contract will go 
to the Superintendent of Insurance to pay 
death claims which accrued prior to May 
15, 1920. Thereby, each member is given 
the opportunity of performing the last act 
he can on behalf of widows and orphans of 
deceased members whose claims have not 
been paid, and at the same time continue 
his insurance with a solvent insurance 
company. If all of the members of the 
Catholic Mutual Benefit Association accept 
the contract and continue their insurance 
for one year, I think the 30% which will 
be produced from their contributions will 
be sufficient with the present assets of the 
Catholic Mutual Benefit Association to pay 
all death claims in full. This will be a 
great thing for the widows and orphans 
of deceased members. Therefore, all mem- 
bers should accept the contract which Su- 
perintendent Phillips has secured for the 
benefit of the members.” 

Edward Ryan, of Syracuse, N. Y., grand 


secretary of the Catholic Mutual Benefit 
Association, says: 
“The consolidation of the Catholic 


Mutual Benefit Association and the Amer- 
ican Insurance Union is a splendid solu- 
tion of a situation that was rapidly ap- 
proaching the danger line. It gives to 
the living permanent protection, and pro- 
vides a way to pay the claims of our de- 
parted brothers. 

“ The Superintendent of Insurance of 
New York State is entitled to the sincere 
gratitude of every member for his patient 
labor and encouragement under all condi- 








tions. I confidently recommend the con- 
tinuance of membership in the American 
Insurance Union, and trust our entire body 
of Catholic Mutual Benefit Association 
members will accept the new conditions 
and make perpetual the protection for 
their dependent ones.” 

Former Congressman John J. Lentz, of 
Columbus, Ohio, president of the American 


Insurance Union, was in court when the 
order was taken, and said: 
“Of the twenty-one mergers made by 


the American Insurance Union, the Catholic 
Mutual Benefit Association is the largest 
and promises much for the growth of the 
two consolidated organizations, and more 
than any other event in recent history, for 
the success of the fraternal system. 

“The American Insurance Union in its 
twenty-six years has grown from fifty-five 
members to one hundred and fifteen thou- 
sand, and has grown from 100% to 108% 
of solvency. It is admitted and doing 
business in twenty-two states, including 
the State of New York. It admits the 
whole family, the man, his wife and chil- 
dren, and we hope the Catholic Mutual 
Benefit Association branches will soon find 
themselves as happy as our other chapters 
in having whole family gatherings. And 
happier still, in having the rate question 
settled forever, as has been done for every 
member of the American Insurance Union, 
whether admitted by merger or on original, 
personal application. We are proud of our 
admission to the State of New York, and 
proud of our new-found brothets of the 
Catholic Mutual Benefit Association.” 

Joseph Winum, of Akron, Ohio, Grand 
Secretary, stated that in his opinion the 
merger of the Catholic Mutual Benefit As- 
sociation with the American Insurance 
Union is bound to be of great benefit to 
Catholic Mutual Benefit Association mem- 
bers. The American Insurance Union is 
an Ohio institution, financially strong and 
well able to continue the protection granted 
under our certificate. The contract is ap- 
proved by both Insurance Departments, 
and we earnestly urge our members to take 
advantage of it. 

The Supreme Spiritual Adviser of the 
Catholic Mutual Benefit Association is Rt. 
Rev. Monsignor J. D. Biden, Buffalo, N. Y.; 
Supreme President, John J. Hynes, Bris- 
bane Building, Buffalo, N. Y.; Supreme 
First Vice-President, M. A. Carmody, Pitts- 
burg, Pa.; Supreme Second Vice-President, 
William Sill, Cleveland, Ohio; Supreme Re- 
corder, Martin A. Cameron, Hornell, N. Y.; 
Supreme Marshal, Jeremiah Nehin, Buffalo, 


N. Y.; Supreme Guard, Martin F. Casey, 
North Andover, Mass.; Legal Adviser, T. 
P. Hoban, Scranton, Pa.: and Supreme 


Medical Examiner, Dr. C. C. Clancy, Port 
Huron, Michigan; Supreme Trustees, C. X. 
Schlaudecker, Cleveland, Ohio; Felix A. 
Doetsch, of Detroit, Michigan; Hon. Daniel 
Sheehan, of Elmira, N. Y.; W. D. Maxwell, 
of Pittsburg, Pa.; and Hon. Louis Fechter, 

of Buffalo, N. Y. 

In a notice sent to members of the so- 
ciety by the Liquidation Bureau of the 
Insurance Department of New York they 
are advised in part as follows: 

“To the Members and Certificateholders 
of the Supreme Council of the Catholic 
Mutual Benefit Association in good stand- 
ing or who possessed the right to rein- 
statement on May 15, 1920. 





“I, Jesse S. Phillips, Superintendent of 
Insurance of the State of New York, have 
entered into contract with the American 
Insurance Union, of Columbus, Ohio, for 
your protection and benefit. 

“A copy of the contract is enclosed with 
this notice for your information and accept- 
ance, 

‘The contract has been approved by the 
Supreme Court of New York. 

“From the foregoing liquidation notice 
—(Copy omitted—Editor)—you will observe 
that the Supreme Court of New York has 
directed that the Supreme Council of the 
Catholic Mutual Benefit Association, its 
Grand Councils and subordinate branches, 
be liquidated and that your insurance with 
that association will expire, cease and ter- 
minate at midnight of the 15th day of May, 
1920, after which time you will not be in- 
sured by the Supreme Council of the Catho- 
lic Mutual Benefit Association. 

** Under the enclosed contract you will be 
insured by the American Insurance Union 
from the time your insurance with the 
Supreme Council of the Catholic Mutual 
Benetit Association ceases until midnight 
of May 31st, 1920. 

“After midnight of May 31st, 1920, you 
will not be insured by either the Supreme 
Council of the Catholic Mutual Benefit As- 
sociation or the American Insurance Union 
unless you have on or before May 3ist, 
1920, accepted the enclosed contract. 

“The enclosed contract may be accepted 
by your paying to the American Insurance 
Union, of Columbus, Ohio, or a cashier 
thereof in your locality the cash assessment 
and dues which were levied upon you by the 
Supreme Council of the Catholic Mutual 
tenefit Association for the month of May, 
1920. Thereafter vou will have the right 
to continue your insurance by paying as- 
sessments at your age attained, or to be 
attained, in the year 1920, according to the 
table of rates set forth in the enclosed 
contract. 

“You will not be required to submit to 
any medical, physical or other examination 
of any kind. 

“All liens and charges now outstanding 
against the certificate of the Supreme 
Council of the Catholic Mutual Benefit As- 
sociation which you hold will be cancelled 
and will become null and void if you accept 
the enclosed contract and continue your 
insurance with the American Insurance 
Union for one year from May 16, 1920. 

“The contract has been made for your 
your portection and benefit and in order 
to give you an opportunity to continue 
your insurance with a solvent, fraternal 
benefit insurance corporation having a con- 
stitution, by-laws and plan of insurance 
similar to those of the Supreme Council 
of the Catholic Mutual Benefit Association. 
It is the best contract which could be made 
under the circumstances.” 


CLEVELAND LIFE INSURANCE COM- 
PANY, CLEVELAND, OHIO. 


Annual Dividends Payable in 1920. 


This company began writing participat- 
ing policies August 1, 1919. The schedule 
of dividends as published by the company 
based upon $1,000 of insurance on issues of 
1919, payable in 1920, are as follows: 
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Ordinary 20Pay 20 Year benefit will not be granted in connection Disbursements (Life Department). 
Age. Life. Life. End. with insurance on the life of a woman in Losses, matured endowments 
TR wow endves ott . $2.28 $4.07 $3.77 | excess of $10,000, Single Sum, or $100, and annuities ............5.5. 2,678,688 
BD wcvwcovcceccees 2.51 3.94 3.97 | Monthly Income. Total paid policyholders....... $4,106,068 
BD covccvescccevce 4.01 4.93 5.04 “The Disability clause will be added to | Total disbursements .......... $7,796,964 
TD . wseccccccsse . 4.96 5.42 5.42 | existing policies on the lives of women un- Admitted Assets. 
DD ccc cccccsecees 3.97 4.82 5.42 | der the regular rules governing such retro- | Life department ............... $47,580,722 
In referring to its dividends the com- active gaercnamne aepege ed or tet at Accident department .......... 2.950,328 
pany states: present engaged in a gainful occupation. ee 
“The dividend apportioned at the end “As in the case of male applicants, the ns a pooh a» etal . SSL 
abilities (Exclusive of Capital). 
of the first policy year is available only Disability feature will be granted to wo- Life department $46,567,128 
upon payment of the full second year's men either With or Without the Double aetna ‘pieiinmeiy 8 pen. 

. partment ......... 1,659,930 
premium. If the second year’s premium is Indemnity provision. Income Bonds With ae 
paid in semi-annual or quarterly in- | Disability will also be issued to women if Total , ..ccscccscccccccceess $45,227,063 
stalments, the dividend is not available un- desired, subject to Form ‘T’ Medical Ex- SEES + endennbads seebes bed cba $1,200,000 
til the final instalment of the second year’s | amination. Surplus (life department)..... 813.599 
premium is paid. Dividends may at the “This extension of Disability benefits | Surplus (accident department) =0,398 
option of the insured be does not modify any territorial restrictions RE RD ES, TANS $50,531,080 

(1) Withdrawn in cash, or governing women applicants, nor Joes it 

(2) Applied to pay premiums, or affect the existing rules regarding women The comments of the examiners were 

(3) Applied to purchase paid-up addi- | applicants for Accident and Health | commendatory of the company’s manage- 
tions to the policy, or policies.” ment and in part were: 


(4) Left to accumulate with interest at 
a rate to be determined each year by the 
company, but which shall not be less than 
31%4% per annum, 

“If the insured does not within the 
period of grace elect one of these options, 
then the dividend will be used to purchase 
paid-up additions to the policy. Dividends 
applied under option (3) or (4) may be sur- 
rendered for their full reserve value at any 
time and the cash value thereof shall never 
be iess than the original cash dividend. 

“Dividends Under Monthly Income 
Policies.—Dividends under participating 
monthly income policies or under partici- 
pating annual income policies shall be the 
same as for the corresponding regular 
policy for the commuted amount. 

“ Dividends Under Policies Rated Up on 
Account of Occupation.—The dividend un- 
der a policy where the age has been rated 
up on account of occupation, shall be the 
same as the dividend under a standard 
policy issued at the rated up age. 

“ Dividends Under Policies Charged with 
an Extra Premium for Occupation.—Divi- 
dends under policies issued with an extra 
premium on account of occupation, shall be 
the same as under a standard policy of the 
same age. No additional dividend will be 
apportioned on account of the extra prem- 
ium. 

“ Dividends Under Disability and Double 
Indemnity Benefits.—No dividend will be 
paid on the premium charged for the dis- 
ability or double indemnity benefit.” 


EQUITABLE LIFE ASSURANCE SOCIETY 


OF THE UNITED STATES, NEW 
YORK, N. Y. 
Extension of Disability Benefits to Self- 


Supporting Women. 

This society recently announced, May 15, 
to the society agency force an extension 
regarding Disability Benefits, reading as 
follows: 

“You will be gratified to learn that as 
a further extension of Equitable Service, 
and in. response to the demand arising 
from the entrance of a large number of 
women into gainful occupations, Disability 
benefits will now be granted in connection 
with policies issued to self-supporting wo- 
men, on the same terms as to male appli- 
cants. Women will not be considered self- 
supporting unless regularly engaged in a 
gainful occupation other than household 
duties. 

“Until further advised, this Disability 
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MANHATTAN LIFE INSURANCE COM- 
PANY, NEW YORK, N. Y. 
Dividend Scale Continued, 

The scale of dividends of this company 
as shown by the schedule published in 
* Best’s Analyses,’ 1920, pages 623-625, has 
been continued for the year ending April 
15, 1921. 

NORTHWESTERN NATIONAL LIFE IN- 
SURANCE COMPANY, MINNEAPOLIS, 
MINN. 

Disability Benefits for Women. 

In announcing this new feature to be in- 
cluded in policies issued to self-supporting 
women, the company’s actuary, J. S. Hale, 
states: 

“Income Total Disability in life policies 
is a guarantee that if the insured through 
bodily injury or disease is rendered in- 
capable of performing any work for gain 
or profit he shall have a certain income for 
life to replace, in part at least, the earn- 
ing capacity lost by reason of disability. 
In the widening sphere of women’s activ- 
ities a vast number of women are entirely 
self-supporting and are as much entitled to 
disability benefits as wage earning men. 
We are therefore extending this feature of 
our policies at our regular disability rates 
to working women who are entirely self- 
supporting. It will not be granted to mar- 
ried women dependent on their husbands 
for support nor to women having inde- 
pendent incomes who are not dependent on 
their own efforts for a liveliliood, as such 
women by reason of disability would not 
suffer financially and have no need for 
disability insurance.” 


PACIFIC MUTUAL LIFE INSURANCE 
COMPANY, LOS ANGELES, CAL, 
Report of Examination Reviewed. 

This company was examined (convention 
examination) by the Insurance Departments 
of California, Dlinois, Oregon, Virginia, 
Washington and Wyoming, as of December 
31, 1919, the report being dated May 1, 1920. 
The financial condition of the company as 
ascertained by the examiners in brief was: 


Increase of capital ........... $200,000 
Premium on capital (life de- 
partment, $150,000; accident 
department, $150,000))........ $300,000 
Income (Life Department). 
New premiums .......... esses $2,597,691 
Premium income ........ eeseee $9,344,965 
Total income ..........seeeee++ $12,102,445 





“In presenting the following report it 
is deemed unnecessary to furnish in elabor- 
ate detail the history of the company, since 
perusal of previous reports of examination 
will furnish proper information in this re- 
gard. We believe, however, that a resume 
of the more important events may not be 
amiss, 

“The company was incorporated under 
an act of the California legislature of 1968, 
and commenced business in that year In 
its Home Office in the city of Sacramento, 
California. In 1881 the company moved its 
Home Office to the city of San Francisco, 
and later, in May, 1906, to the city of Los 
Angeles. 

“ Business was commenced with a capital 
stock of $100,000, which was increased from 
time to time until, in the middle of 1919, 
it reached $1,200,000, at which figure it now 
stands. The stock of the company is 
owned by approximately two hundred 
stockholders. 

“At various periods during its history 
the assumption of business of other com- 
panies has added to the underwriting 
volume. The most notable of its activities 
in this regard was a merger with the 
Conservative. Life Insurance Company of 
Los Angeles in 1906. The latter company 
had secured a large portion of its busi- 
ness through reinsurance of the Ministerial 
Life, the Guardian Life and the Southwest- 
ern Mutual. 

“In 1885 the company commenced writ- 
ing accident afid health insurance, having 
previously written only life. The accident 
and health writings are very large, and, 
as in the case of the life branch, the busi- 
ness upon the company’s books found its 
nucleus in no small part in the reinsurance 
of other companies. 

“ The company operates a welfare depart- 
ment for the benefit of its staff, and pro- 
vides a system of life insurance, which is 
practically gratuitous, as a protection to 
beneficiaries of the employees in the event 
of death of the later. It likewise provides 
a system of accident and health benefits in 
the event of accident to or sickness of em- 
ployees. 

“ Life Business. 

“The company’s business has increased 
at a rapid pace during the past five years, 
as can be shown by the following state- 
ment of paid-for insurance business in 
force as of the end of each year from 
1915 to 1919, inclusive: 


WDB... cc ccccceceecccccecceceses $160,650,702 


“Actua 
*pExal 
pays its 
rial br 
policy 
meet f 
ployed 
tproug! 
“ The 
dent a 
is divi 
mercial 
writing 
as foll 
1915... 
1916... 
1917... 
1918... 
1910... 
“CO 
exami 
It wal 
nicali 
direct 
the ¢ 
was | 
about 
in th 
“A 


Capa 
alrea 
and 
ment 
cide! 
as a 
men! 
used 
aver 


Dpo 
rein 
for 
pan 
ully 
cau 


sell 


de 
inj 
pr 
th 
di 
of 
ti 
bi 


ns = ae. ee 


1, 1929 
——=—= 


mt). 


~. 678,683 
4,106,003 
1,796,964 


580,729 
>, 950,398 
31 050 
ul). 
67,128 
‘59,930 
227,083 
200,000 
513.590 
10,398 


531,050 


were 
iuage- 


ort it 
abor- 
since 
Ation 
is re. 
sume 
it be 


nder 
1868, 
r in 
“nto, 
1 ite 
isco, 
Los 


ital 
rom 
919, 
10W 
is 
red 


ry 
m- 
ng 
ies 
he 
of 
ay 
si- 
al 
it- 


be 
£ 
it 


le 


BEST’S LIFE INSURANCE NEWS 


lf 





June l, 1920 


a oe iwdaectdaees $171,913,618 
a eee $185,958,459 
TR RE aR $208, 647,520 
BEL suk 'cecvn ncpeusdvi Nin edwe $265,796,787 


“Actuarial Branch of Life Department. 
“Examination shows that the company 
pays its life claims promptly. The actua- 
ral branch adopts a most conservative 
policy in the setting up of liabilities to 
meet future losses. The methods em- 
ployed are sound and efficiency exists 
throughout this very important branch. 


“ Accident and Health Business. 

“The company writes a very large acci- 
dent and health business. This business 
is divided into three main branches: Com- 
mercial, monthly premium and limited. The 
writings over the past five years have been 
as follows: 


Ue cbtbewes deb dbedeeddbestee $1,793,629.69 
nt <<; suits soe dee deseuVoatesedon $2.154,664.69 
DLL ee ateblveucetconceGadeee $2,082,031.80 
DLC hoe cebbectedacecedontesd $2,042,122.11 
SL da cea Ve sebs cSweevevaceetes $2,492,845.62 


“Considerable attention was given to the 
examination of accident and health claims. 
It was found that, in some instances, tech- 
nicalities were availed of. The matter was 
directed to the attention of the president of 
the company, with the result that there 
was instituted a plan which should bring 
about a broader and more liberal spirit 
in the claim adjustmént in the future. 

“A general reviewer who will act in the 
capacity of an inspector of adjusters has 
already been employed by the company, 
and representatives of the legal depart- 
ment, the medical department and the ac- 
cident and health department will serve 
as a committee to supervise all adjust- 
ments, so that any criticism of the policy 
used in the adjustment of claims might be 
averted. 

* The ‘ limited’ business has been placed 
upon the company’s books mainly through 
reinsurance of other companies. We are in- 
formed by the executive head of the com- 
pany that there is a determination to grad- 
ully eliminate the ‘limited’ business be- 
cause of the unsatisfactory condition pre- 
sented when claims arise thereunder. 


“Dividends or Other Profits Due Policy- 
holders, Including Those Contingent on 
Payment of Outstanding and Deferred 
Premiums. 

“This item does not include the divi- 
dends contingent on payment of outstand- 
ing and deferred premiums. As soon as a 
premium is due any dividend payable on 
the same date as such premium is imme- 
diately set up by the company in the form 
of a reversionary addition and all such ad- 
tions are included in the net reserve lia- 
bility. 


“ Dividends Declared on or Apportioned to 
Annual Dividend Policies Payable to 
Policyholders to and Including August 
31, 1920, Whether Contingent Upon the 
Payment of Kenewal Premiums or 
Otherwise. 

“The amounts thereof to be paid during 
January, Febuary and March, 1920, were 
set aside by resolution of the board of 
directors in December, 1919. The appor- 
tionments for April and May, 1920, were 
made but not yet set aside by similar reso- 
lution. The amounts thereof for June, 
July and August, 1920, had not been appor- 
tioned and were included by the company 








at an estimated sum. By the date of this 
report the actual apportionments for these 
three months were available and have been 
included herein, increasing the total item 
from $451,625.22, carried by the company, 
to $400,521.61. 

“The annual dividends paid or payable 
from May 1, 1919, to May 1, 1920, are equal 
to 50% of the scale of dividends in force 
at the beginning of such period, the re- 
duction for one year being due to the 
heavy mortality occasioned by war and in- 
fluenza. For the year beginning May 1, 
1920, an adjustment of the scale in force 
prior to May 1, 1919, has been made, aver- 
aging approximately 20% reduction. These 
dividends, therefore, will be substantially 
greater than those being paid during the 
current dividend year. 

“ Dividends Declared on or Apportioned 
to Deferred Dividend Policies Payable 
to Policyholders to and Including De- 
cember 31, 1920. Amounts Set Apart, 
Apportioned, Previously Ascertained, 
Calculated, Declared or Held Awaiting 
Apportionment Upon Deferred Dividend 
Policies. 

“In 1908 the company first began to ac- 
cumulate a fund for the payment of ma- 
tured deferred dividends. A calculation 
was made at that time of the amount that 
would have been on hand if the deferred 
dividend policies had ‘been credited with 
the same dividends as annual dividend 
policies and these dividends have been ac- 
cumulated at the interest rate determined 
by the company with no deductions ex- 
cept for payments at the end of dividend 
periods. Between the fund so calculated 
and the actual fund set aside, a difference 
has since existed which has been substan- 
tially decreased, the intention being. as 
understood by the examiners, to entirely 
eliminate such difference as soon as prac- 
ticable. 

“Fach year since 1908 the deferred divi- 
dend fund has been credited with the 
ecuivalent of annual dividends for the cur- 
rent year, interest on the fund itself, inter- 
est on the deficit above explained and an 
amount to apply on the principal of the 
deficit. The dividends paid at the end of 
deferred dividend periods have been and 
are equal to the full amount that would 
be in the fund on these individual policies 
if there were no deficit. These payments 
have been fair and liberal and the plan 
being followed by the company, if carried 
to a conclusion, will provide for the pay- 
ment of all deferred dividends on the same 
basis as annual dividends. 

“The dividends apportioned for payment 
in 1920, namely, $77,520.54, were checked 
from the detailed apportionments on in- 
dividual policies and found correct. The 
amount set aside for future payments, §$2,- 
970,879, represents the accumulated fund 
since 1908, less payments at the end of 
matured dividend periods.” 





PHOENIX MUTUAL LIFE INSURANCE 
COMPANY, HARTFORD, CONN. 
Readjusts its Scale of Dividends Payable 
After July Ist. 

This company announces a reduction in 
dividends payable after July 1, 1920, on its 
3% policies. The scale of dividends pay- 
able January ist to June 30th, 1920, are 
stated in “ Best’s Analyses,’ 1920, pages 

677-679, both inclusive. 








Av illustration of the dividends based op 
$1,000 of insurance payable on and after 
July 1, 1920, are as follows: 


Ordinary Life. 


Ageat Annual Ist Sth 10th 20th 
Issue. Premium. Div. Div. Div. Div. 
20 .... $18.78 3.14 3.61 4.29 5.64 
SD .cce. Oe 3.48 4.06 4.89 6.19 
35 .... ZEA 4.41 4.94 5.74 8.25 
45 .... 38.83 5.16 6.05 7.88 11.8 
5 .... TES 7.689 9.68 12.23 17.13 
20 Payment Life. 
20 .... SBD 3.03 4.06 5.55 9.19 
ae seco... ane 3.36 4.50 6.16 9.91 
% .... FU 4.29 5.39 7.08 12.15 
rena 5.07 6.50 9.12 15.49 
7) 5.12 7.62 9.95 13.02 19.94 
20 Year Endowment, 

20 .... $47.73 2.80 4.95 8.10 16.32 
23 .... 48.33 3.15 5.30 8.45 16.63 
35..... 90.38 4.13 6.01 8.93 17.52 
SP scoy: ee 4.97 6.91 10.31 19.03 
5 60.35 5.81 8.25 11.65 20.17 

The company's explanation for the 


change in its dividend scale is so tersely 


and comprehensively put we reproduce 
President Holcombe's announcement, which 
is: , 

“A well managed mutual life insurance 
company is the mos: stable of all financialk 
corporations, It transacts business on wide 
margins of safety, mikes conservative as- 
sumptions of rates of mortality based on 
past experience and neels only a low rate 
of interest on invested sunds to carry out 
its calculations. The prompt fulfillment of 
every obligation is the paramount con- 
sideration in the minds of the managers of 
such a company. To this en’! funds are 
set aside from time to time in a‘cdition to 
the computed liabilities as surplus or as 
mortality and investment fluctuation funds 
in order to provide an extra guarantee and 
to act as a balance wheel in the yearly 
variations. The dividend schedule adopted 
represents what the Company may reason- 
ably expect to be able to return each year 
to policyholders after providing for such 
liabilities and extra guarantees. 

“Certain unusual conditions have oc- 
curred almost simultaneously. The war 
and influenza claims could hardly have 
been expected. They subjected this Com- 
pany to such a test as it has never before 
experienced. But it met that test without 
impairing the security back of any policy, 
though naturally there was a _ reduction 
of the fluctuation funds accumulated to 
meet just such an occasion. The large 
volume of new business so vital at this time- 
to the future of the Company and so- 
necessary to our efficient agency force 
carries its heavy initial expense. The in- 
crease in the cost of providing for the 
necesfary requirements of living as repre- 
sented by our salaries and clerk hire in the- 
Home Office and at our agencies, the- 
expenditures for rents, taxes, printing and 
all other disbursements in the conduct 
of a busines which is ‘carried on both at 
a central point and at other offices main- 
tained in many widely separated sections 
need not be mentioned. All these factors 
have added to the unavoidable expense of 
carrying on an institution employing in alt 
its departments the highest type of mem 
and women. 








12 





BEST’S LIFE INSURANCE NEWS 











June 1, 1929 





“In view of these factors and of the 
economic and financial conditions prevail- 
ing throughout the world it seems advis- 
able for us to adopt a policy of caution 
and to rebuild our safety funds, at least 
to the point they had reached before the 
epidemic of influenza, in order that we may 
be as fully prepared for any future dis- 
turbance in mortality or investments. After 
an exhaustive analysis of past experiences 
and future possibilities, extending over 
several months, we have advised our Field 
Council, now in session at the Home Office, 
of a decision to recast temporarily our 
dividend allotments to be effective July 1, 
1920. 

“The new dividend schedule will soon 
be in your hands and the modifications in 
most instances will be slight, averaging 
perhaps 17 per cent, with a smaller per- 
centage of change at the younger ages and 
a somewhat larger percentage at the older 
ages. It is presumed that the original 
accelerative estimates will undergo little 
change. The new dividend formula will 
contain the same interest factor and the 
rate of interest allowed on dividend ac- 
cumulations and used in determining sur- 
plus interest dividends with the Options at 
Settlement will be the same as at present. 

“This action is taken in the confidence 
that it is to the best interest of all policy- 
holders. It is our belief that the increase 
of premium income derived from the large 
volume and the high quality of the busi- 
ness now being written can build up our 
mortality and investment fluctuation funds 
in a short time and can reasonably be ex- 
pected to result in a material increase in 
future dividends. 

“The future of this company was never 
so bright. We count as one of its im- 
portant assets an agency force of the 
highest intelligence and enthusiasm and 
one whose loyalty cannot be surpassed. 
And we rest confident in the belief that 
the mutual service which we are able to 
render our policyholders on a basis of 
the highest ideals of insurance management 
will not only inure to their benefit but to 
the benefit of all those loyal co-workers 
whose future is so closely linked with our 
company.” 


PUBLIC LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 


Begins Business. 

This company, incorporated under the 
laws of Illinois, December 16, 1918, was 
licensed by the Insurance Department of 
that state May 5, 1920. It begins business 
with an authorized capital of $500,000, of 
which $100,000 is subscribed and paid in 
and a surplus of $150,000. The par value 
of shares is $1.00, which was sold at prices 
ranging from $1.25 to $5.00 per share. 

We have been informed that Mr. Alfred 
Clover, the organizer of the company, at a 
banquet given to the stockholders on May 
12, succeeded -~in obtaining applications for 
insurance aggregating $850,000. 

The _ total amount of applications re- 
ceived, including the above, as of May 14, 
1920, is reported at $1,850,000. 

It is the intention of the company to 
increase its paid-in capital to $500,000. The 
additional $400,000 is to be sold at $10.00 
per share, and the company states that it 
will comply with the recently enacted law 


| 





of Illinois, governing new. insurance com- 
panies in process of promotion, limiting 
their promotion expense to fifteen per 
cent, When an additional $200,000 is paid 
in, the company will write accident and 
health insurance in addition to its life 
business. 

The company during the period of its 
organization, maintained lavishly furnished 
offices on the tfth floor of the Women’s 
Temple Building, and since it received its 
license has taken additional space in the 
same building. 

One of the descriptive circulars received 
by us used in the promotion of this com- 
pany is designated “A Last Word.” It 
will be recalled that the promoter, Alfred 
Clover, received a great deal of notoriety 
in connection with the promotion of the 
Royal Life, a receiver for, which was ap- 
pointed February 28, 1916, its outstanding 
business being reinsured by the Peoples 
Life Insurance Company of Chicago as of 
August 7, 1916. 

This pamphlet purports to be an answer 
to the criticisms against Mr. Clover'’s man- 
agement of the Royal Life, extracts from 
which are: 

“A First Word. 

“Please read all of a last word—it is 
absolutely true—you will like it. 

“He who laughs last laughs best—re- 
member the fellow who laughs last 
keep at it forever.” 


“Second Receiver Discharged. 

“ Your reports are approved and bonds 
released. The work assigned to you and 
counsel is now at an end. 

“You may dispose of all the records, 
books and papers that you have belonging 
to the company in any Way you may care 
to do, and you are now discharged as re- 
ceiver for the Royal Life Insurance Com- 
pany.” 

“ The business of this company has been 
placed in the hands of Wm. W. Thompson 
as the second Receiver by order of Hon- 
orable Dennis E. Sullivan, Judge of Super- 
ior Court, July 24, 1916. He was discharged 
July 16th, 1918. 

“Mr. Thompson had’ employed Ryan, 
Condon and Livingston as counsel to help 
in his work. Charges had been made that 
the men who were-racting as executive offi- 
cers of the company were dishonest, that 
they had misappropriated large sums of 
money. 

“Court orders were clear to the receiver 
to make careful investigation, and if any 
irregularities were discovered, those who 
were guilty must be punfshed. 

“The records were carefully examined 
by the counsel and receiver, who was a 
certified registered Public Accountant. A 
man of special talent was required to do 
this work. Just such a man was selected 
by the Court and given the power to do 
all required by a trustee under orders and 
supervision of the Court. . 

“The insinuations as to the executive 
officers of the company being dishonest, 
were found not true. Nowhere in any re- 
ports made by the receiver to the court 
were any confirmations of such charges. 

“The facts are that the records here 
prove that in place of taking any of the 
funds of the company, the executive offi- 
cers’ accounts show that they had ad- 
vanced large sums of money to the com- 
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pany, and at the time the receiver wag 
appointed, the company books showed that 
several thousand dollars were due the 
President of the company. 


“ Records Returned, 

“The records, books and papers of the 
Royal Life Insurance Company being re. 
turned to Alfred Clover, the former Pregj. 
dent of the company, is the best evidence 
that could be given that they did not con. 
tain any evidence of any irregularities 
against him or any other officers of the 
company. 

“The truth is that a conspiracy to steal 
the business of the company did exist, and 
false charges had been made by the con- 
spirators which caused the loss of millions 
of dollars of insurance to policyholders, 
and did the great business of life insurance 
an injustice that would have caused untold 
harm had the conspirators been successful 
in doing the damage they intended to do, 
which was the cause of Wm. W. Thompson 
being: appointed as second receiver to dis- 
pose of the business of the company. 


* Receiver: Appointed in Error. 

“ The Royal Life Insurance Company wag 
closing the second year of phenomenal pro- 
ductive business, had employed over four 
hundred people, had issued over sixty-five 
thousand policies, had paid over six hun- 


| dred claims, had over twenty-one hundred 


zens of Chicago. 
| sand dollars deposited with the state. 





sixteen hundred were citi- 
Over one hundred thou- 


stockholders, 


“On the 28th of February, 1916, a bill 
asking for a receiver was filed in the 
Superior court. Recéiver was appointed 
without notice, hearing or a trial of any 
kind to the company. This infamous bill 
was sworn to as being true and contents 
known to the knowledge of the ex-speaker 
of the house, Wm. McKinley. He made a 
false oath in that statement to the court. 

“Mark P. Branstield was appointed the 
First Receiver. His partner in the bank- 
ing business, Thomas F. McFarland, signed 
the bonds for the eight supposed com- 
plaining stockholders. Both of these con- 
spirators are now convicted and under sen- 
tence to the penitentiary for other con- 
spiracy work, 


“A Last Word. 

The officers of the Royal Life have no 
apologies to make to any one for the good 
work they did while in charge of the busi- 
ness of their company. 

“What cannot be cured, must be en- 
dured. We have attempted to effect a cure. 
Have tried to have the court that appointed 
the Receiver in error punish the conspira- 
tors for contempt of court, and on sugges- 
tion the case was laid before the Bar As- 
sociation, preferring charges to have the 
conspirators disbarred. 

“The officers of the Royal Life, realiz- 
ing that a great many people had invested 
their money in stock of the company on 
their word that they would work and stick 
it out to the end, to make it a great big 
success, being men of honor, appreciating 
the predicament the innocent stockholders 
were in through no fault of their owt, 
stayed right with it to the finish. They 
have determined and pledged that they will 
continue to work for their old _ stock- 
holders and finally see to it that they are 
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‘eimbursed and receive the profits from 
weir original investment, that not one of 
them shall lose a dollar of their investment. 
the stockholders have all been informed ot 
the plans whereby they will receive pro- 
yction and profit, and in conclusion would 
say,‘ That he who laughs last, laughs best.’ 
We are now in that position with clean 
hands and records we will continue to 
work in the future for your best interests 
the same as we have so faithfully done 
jpn the past. 

“We are building our new company and 
while we have been set back a couple of 
years, we are not discouraged at all. We 
did great work with the old company and 
have that experience for a guide that 
should be worth millions of dollars to our 
new company. 

“One thing positive, no gang of politi- 
cans or conspirators will ever be able to 
place any Life Insurance Company in the 
hands of a Receiver without a trial or notice 
in this State. The record made by the 
Royal Life and the Appellate Court de- 
cision in that case will always be on the 
court records as a guide for the courts in 
the future. 

“The oldest Legal Reserve Life Insurance 
States of America 


Company in the United 
was incorporated in 1759, and from that 
date to February, 1916, no Legal Leserve 


Life Insurance Company was ever thrown 
into the hands of a receiver without notice 
er a trial. The State Penitentiaries have a 
Bankers’ Row and other special spots for 
state officers and other corporation folks 
who are convicted of stealing or embezzel- 
ing the funds of their clients, but at no 
time have the doors of any pen ‘tentiary ever 
an executive officer of a Legal 
Life Insurance Com- 


closed on 
Reserve or Old Line 
pany in this country. 

“We are proud of the good work we did 
as officers of the Royal Life Insurance 
Company, and will be just as proud of our 
work with the Public Life Insurance Com- 
pany. 

“A last word to you, fellow stockholders 
of the Royal Life Insurance Company. The 
Court has discharged Mr. Thompson as 
receiver, but we have the records and they 
are here for you to investigate at any 
time. 

“Thanking you for your loyal support 
in the past, assuring you it is appreciated 
and that I will use every talent that I pos- 
sess to minke the Public Life Insurance Com- 
pany a success and through work done by 
it reimburse you and see to it that you 
have permanent profits.” 


Officers. 
Chairman board of directors, Alfred 
Clover; president, Louis Narowetz; vice- 
presidents, Fred H. Welsch, C. W. Kuhn, 


A. L. Linder and David M. Haines; secre- 
tary, J. W. Singleton; assistant secretary, 
L. L. Gardner: cashier, M. B. Boggess; 
chairman medical board, 
Schaare, M. D.: medical supervisor, James 
H. Blair, M. D.; chairman dental board, 
Charles H. Wylie, D. D. S.; general coun- 
sel. M. J. St. George: superintendent of 
agents, Marshall Reagan; agency super- 
Visor, Martin Harbeck. 


Directors. 
Louis Narowetz, Alfred Clover, Fred H. 
We'sch, A. L. Linder, David M. Haines, 
J. W. Singleton, C. W. Kuhn, William F. 


William Pr. 





Schaare, M. D., Curtis A. Haines, M. D., 
CC. H. Jesperson, James H. Blair, M. D., 


Joseph Damiani, M. D., A. L. Williams, 
James R. White, M. D., and M. J. St. 
George. 


The above is based upon information re- 
ceived from the office of the company. 


This company was examined by the In- 
surance Department of Lllinois in the fall 
of 1919, the report being dated October 4, 
1918. A supplemental examination was 
made as of January 29, 1920, the report 
being dated February 2 last. In the first 
examination, which took 25 folios, the ex- 
aminer referred at length to the organiza- 
tion of the company, stating: ‘“‘that on 
December 5, 1916, a declaration and charter 
for the organization of the company desig- 
nated “Public Life Insurance Company ” 
* * * was recorded by the Insurance 
Superintendent as required by law. The 
incorporators were: James H. Blair, Frea 
H. Welsch, William F. Schaare, James R. 
White, Frank L. Gillespie, Rudolph, C. 
Laube, P. McCollum, L. L. Gardner, M. J. 
St. George, C. A. Haines and Rudolph Gott- 


lieb. The capital stock was fixed at 
$500,000 divided into 500,000 shares, par 


value $1 each. The charter provided for 
the writing of life and accident and health 
business. The Insurance Department was 
advised by a letter dated November 6, 1918, 
that the company had on hand the bona 
fide subscriptions for $100,000 of the capi- 
tal stock of the company partly paid for. 
On November 7, 1918, the Insurance Depart- 
ment informed the incorporators that pur- 
suant to an agreement of the Attorney-Gen- 
eral fhe Department held that the organiza- 
tion of a life insurance company must be 
completed within two years after approval 
and declaration and charter. The organiza- 
tion not being completed within two years, 
the promoters set about to continue their 
work under a new declaration and char- 
ter. 

Another declaration and charter for the 
organization of a company of like name 
was submitted and a certificate of filing 
and recording issued by the Director of 
Trade and Commerce on December 16, 
1918. The charter of the latter company 
provided for the same amount of capital 
stock but only provided for the writing 
of life insurance. 

Alfred Clover was styled as president of 
the first company and the examiner states, 
“He seems to have been largely in control 
of both organizations.” 


On the date of recording of the second 
charter, the Superintendent of Insurance 
informed the incorporators by a letter, a 
copy of which appears in the examination 
and is as follows: 


“I des're to call your attention to the 
fact that the Department considers that 
there is no legal connection whatever be- 
tween the proposed organization of this 
company and that of a company of a simi- 
lar name. Declaration of Incorporation of 
which was filed with this Department De- 
cember 5, 1916. Subscription to the capital 
stock of the latter company cannot be 
transferred to the new company by merely 
action of the iIncorporators or provisional 
management of either company.” 


A letter was sent to the stockholders un- 
der date of January 7. 1919, advising them 
of the requirement for new subscriptions, 





and forwarding a postal card form for sub- 
scription of approximately 450 subscribers, 
only 211 returned postal subscriptions rep- 
resenting 23,299 shares of the 100,000 said 
to have been subscribed for. In referring 
specifically to the above, the examiner 
stated : 

“These postals are on file. The sub- 
scriptions shown to the examiner, however, 
as being the subscription file for the 
second company, are on the form marked 
Exhibit D, all dated January 31, 1919, kept 
in order of number, and separately for each 
of four different selling price lots. Most of 
these subscriptions are typewritten with 
typed signatures. I was informed that 
telephone orders and verbal orders were 
given in many cases, no signed subscrip- 
tion being asked or given. 

* Apparently . typewritten copies of the 
previous subseriptions were made and sig- 
natures obtained where convenient and pos- 
sible. No memoranda of record for any 
verbal or telephone orders is on hand. For 
example, 10,000 shares are shown as sub- 
scribed for at $5 per shares. These are 
covered by one hundred thirty-six (136) 
subscriptions, and the signed subscrip- 
tions cover but 3,249 shares of this lot. 

“These January 31, 1919, subscriptions 
were entered, in order of number, in a 
book, described as a subscription register, 
showing the name of subscriber, subscrip- 
tion number, selling price, rate, amount of 
selling price, amount of paid and balance 


due. The stock is listed at the following 

prices_and the footings of this register are 

given: 

No. 

Shares, Rate. Total. Paid. Due. 
6000 $1.25 7.500 $6,692.00 $808.00 

65,000 2.00 130.000 41,969.50 88,030.50 

19.000 3.00 57,000 6.136,00 50,864.00 

10,000 5.00 50,000 5,120.00 44,780.00 
“Since no changes have been made in 


this register subsequent to the original en- 
tries, it is presumed to show the status of 
thg promotion for the time of transfer.’ 


“ Public Agency Company. 

“The Public Agency Company, of Chi- 
cago, Illinois, was incorporated on Decem 
ber 14, 1916, under the General Corpora- 
tions Act of this state, capital stock $1,000, 
for the purpose of acting as agent or 
broker for buying and _ selling stocks, 
bonds, ete., and to act as agent or broker 
for any person, firm, insurance company, 
or corporation. It was incorporated by 
Alfred Clover, J. W. Singleton and James 
H. Blair. Alfred Clover is shown.on the 
original record as the holder of $900 of the 
capital stock and the other men $50 each. 

“A contract entered into under date of 
January 8, 1919, by and between ‘ Public 
Life Insurance Company’ and the ‘ Public 
Agency Company’ * * * the life com- 
pany appoints the agency company as its 
fseal agent to sell all the shares of its 
capital stock and complete the organization 
of the company. In consideration of this 
work, the agency «“ompany is to receive 
25% of the purchase price of all of the 
capital stock, but it must pay expenses of 
organization as outlined in Sections 3, 4 
and 5 of the agreement. These organiza- 
tion expenses specifically exclude ‘ salaries 
of officers and clerks of the “* Publie Life 
Insurance Company,” which the life com- 
pany agrees to pay under Section 5.’ 
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“In considering the manner in which 
rights of subscribers to stock of the life 
insurance company have been preserved by 
this contract, it is to be noted that there 
is no requirement far any regular account- 
ing between the'two organizations, except 
‘on demand;' the agency company is en- 
titled to take its 25% of the purchase price 
in advance of payment of the amount in 
cash. The agency company has the privi- 
lege of paying anything it desires for the 
stock sold and no provision is contained 
that limits these payments to money or 
securities acceptable to the life company. 
Where part is paid in cash and the balance 
covered by note, the agency company, un- 
der Section 7 of the agreement, takes its 
full commission in cash. It agrees, how- 
ever, to refund the cash commission in case 
the full subscription is not paid. As a 
matter of fact, the agency cempany has 
taken credit for 25% of the entire sub- 
scriptions whether part payment has been 
made or not and though no note has been 
taken for any balance.” ' 

All of the officers and directors of the 
Public Agency Company, with the excep- 
tion of the secretary, M. B. Boggess, are 
officers or directors or both of the Public 
Life. 

In referring to the financial statement, 
the examiner stated: 














“Their financial exhibit is as follows: 
Income. 
Paid by subscribers............. $94,425.20 
PEED te Sn oe Sisk Edw dSabocvontsen 5.74 
$94,430.94 
Disbursements. 
Officers’ salaries ..........00-e08- $18,590.00 
Clerical help ............. sae cod *6,712.6 
GEN <= Sa%as cccvds sedbooneee 61,125.00 
$86,427.65 
Assets. 
von tn pad duaees oda $3,505.74 
Gee ee BEL, Sacanestcendttoapese 800.00 
GEE aie nbkeokounsndwe csbeassus 600.00 
RE GRD. acdndcascevaeseacie 3,800.00 
First mortgage bonds............ 1,300.00 
$10,005.74 
Liabilities. 

Due Agency Company........... $2,002.45 
I i iii ceria, cat ein cD $8,008.29 


* Disregarding error of $28.00. 


“This statement sums up the whole 
promotion—out of $94,425.20 collected from 
subscribers to their stock, but $8,003,29 re- 
mains to go toward the capitalization of 
the company. By their records, $150,074.80 
is due from subscribers, and if this entire 
amount is collected, without one dollar of 
expense from September 9th, the company 
would be able to begin business with a 
capital of $100,000 paid in and only $58,- 
078.09 of surplus out of total receipts from 
subscribers of $244.500. The future ex- 
penses cannot be estimated, but it is cer- 
tain that each week Clover is receiving a 
salary of $75.00; Singleton, $35.00; Gard- 


ner, $20.00; and Boggess, $25.00; a weekly . 


expense on this item of $155.00. 
tion comes clerical hire.” 

The concluding remarks of the exam- 
iner are as follows: 

“ (1) No complete or adequate system of 


In addi- 














records has been installed and kept by 
the incorporators. Records showing cash 
transactions for the first company were 
requested, but not furnished: A Cash In- 
come and Disbursements Book was shown, 
covering from January 1, 1919, to date, but 
this was not accompanied by ledger show- 
ing postings of accounts; nor were there 
any footings to show the condition at the 
time of the purported transfer from one 
company to another. No statement of 
transactions or incorporators under first 
charter were available. 


“They have no record listing securities 
exhibited as assets. 
“ (2) The incorporators elected a board 

directors, naming as directors six 
not of their number. This 

directors thereupon assumed 
the powers of the governing body of 
a going corporation. It has elected offi- 
cers who have assumed to act as the offi- 
cers of a going corporation. It authorized 
the execution of an agency contract with 
another corporation, in the corporate name 
of ‘Public Life Insurance Company’ by 
‘authorized officers.’ The officers, ‘ presi- 
dent’ and ‘ secretary’ acting in their cor- 
porate capacity, have executed and issued 
certificates of stock, as though organiza- 
tion were completed. The board of direc- 
tors consists of fifteen persons, though the 
charter of the company would limit the: 
number to five. 


“(3) Money paid on subscriptions to 
stock has been expended for commissions, 
officers’ salaries, clerical help, without any 
authorization from the subscribers in their 
contracts. 

“(4) Assuming that the’ Public Agency 
Company contract is valid and payment of 
25% commissions without authority in the 
subscription is legal, the Public Agency 
Company contract has not been complied 
with. This contract provides that a part 
payment on subscription shall be taken, 
and the balance covered by notes. The 
statement by the Agency Company (Ex- 
hibit G) states that the balance from sub- 
seribers.is $148,072.35. The stockholders’ 
ledger shows the balance due is $150,074.80. 
This latter amount is accepted as correct 
by the letter marked Exhibit R, paragraph 
6. The difference is explained by letter 
marked Exhibit P. However, in Exhibit 
R, paragraph 6, is the signed statement of 
Messrs. Narowetz, Clover and Singleton, 
that the Agency Company has subscribers’ 
notes for only $77,212.00. Mr. Singleton, in 
answer to my question, stated that in ar- 
riving at this amount, they did not in- 
clude duplicate notes for the same account, 
or notes covering accounts fully paid. 


“In any event, the Agency Company has 
wrongfully taken full commission for the 
entire selling price of the stock, although 
it has collected less than one-half the 
amount thereof, and has notes covering 
only a little more than one-half the balance 
now due. 

“ (5) Subscribers’ money has been wrong- 
fully used for the payment of salaries to 
certain men, under the guise of ‘ officers’ 
of the insurance company; and funds for 
clerical help in connection with the pro- 
motion have been taken from this source. 
The persons compensated have been em- 
ployed by the Agency Company, if by any 
company, and their activities have had to 
do with the selling of stock. The Agency 


of 
persons 
board of 














eS 
rs 


Company has paid no salaries to its om. : 


cers; Alfred Clover, its president, and M. B. 
Boggess, its secretary, have been paid and 
the amount charged to the capital stocky 
funds. 

* (6) Promotion expenses have been ex. 
cessive. The Agency Company has taken 
$61,125.00 as commission out of the $94. 
425.20 collected; then the officers’ salaries 
and clerical help items bring the total ex. 
penses to $86,427.65, or over 90% of the 
amount collected. Assuming that the re. 
mainder of the stock should be sold with. 
out a dollar of expense, the organization 
expenses listed at this time equal over 25% 
of the selling price of the issue. 

“ (7) Stock has been sold since July ist, 
without compliance with the provisions of 
the act governing promotion of stock insur. 
ance companies in this state, with especial 
regard to Section 2 of this law. 
opinion, the ‘order blank’ of the Public 
Aency Company should comply with the 
law, because the shares ordered and paid 
for thereunder are in all instances shares 
that have not already been paid for. These 
shares so purchased either represent for- 
feited balances, and subscriptions covering 
the same would have to be taken anew: or 
they comprise balances of subscriptions 
taken without the intention of paying for 
the same, therefore not bona fide subscrip- 
tions. 

“ (8) Money collected since July 1, 1919, 
belonging to funds intended to provide 
capital and surplus for the life company 
has not been deposited in a bank and held 
pending completion of organization, as re- 
quired by Section 3 of the law governing 
promotions.” 


In my 


Supplemental Examination. 


The supplemental examination was con- 
ducted by the Actuary of the Department, 
the report being dated February 2, 1920, 
the closing paragraph of which is as fol- 
lows: 

“The report of the preceding examina- 
tion has already gone in detail into vari- 
ous matters of the operations of the or- 
ganizers and the results therefrom and 
there appears no change in the methods 
followed to which further reference need 
be made in this report.” 


Financial Statement as Furnished by the 
Insurance Dept. as of April 30, 1920. 


Income. 
Payments on capital stock......... $100,000 
Premium on capital............ees. 144,500 
$244,500 
Disbursements. 

.Com's on stock sales................ $61,125 

Salaries officers and clerks......... 32, 
Salaries other employees........... 2,615 
General manager’s expense........ 3,900 
All other disbursements........... 20,156 
BOGS -eedbb oceds cvwcédeddhccweed $120,416 


Net ledger assets April 30, 1920.... $124,084 


SOCREGED  cuivévice dowssvticdl $10,000 
Bonds (book value)........... 95,306 
SE ‘cceudenescadtastévconet . 2,008 
Bills receivable............ ... 15,260 
Agents’ balances ......... -»» 1,420 
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June 1, 1929 agai 
SECURITY MUTUAL LIFE INSURANCE Ordinary Life—General Class. 20 Pay Life—General Class. 
COMPANY, BINGHAMTON, N. ¥Y. Issue of Age 25. Age 35. Age 45. Age 55. a $3.59 $4.36 $5.39 $6.46 
Baa $2.00 $280 $4.03 $5.51 | 1910 ........ 2.86 3.46 4.33 5.34 
ee eee, | 50D 4s «4 173 S35. 387 4.479] MB ........ 184 218 271 347 
This company which suspended the pay- | 1915 ........ 1.34 1.69 2.29 3.20 | 1916 ........ 1.67 1.96 242 310 
ment of annual dividends during 1919, be- | 1916 ........ 1.27 1.57 2.09 2.89 Bee ccudWeee 150 1.74 2.13 * 2.73 
cause of the influenza- pneumonia epidemic, 1917 eeeeesece 1.21 : 1.46 1.89 2.57 1918 eerseses L344 L538 1.85 2.386 
duidnitad tn “Gteatend ™ aah fram Jane. ell i-***e- 1.15 1.35 1.69 2.26 | 1919 ........ 1.19 1.34 1.59 1.99 
S y RES. 110 12 1451 1.94 L 
ary 1 to June 1. Therefore its schedule of 20 Pay Life—Abstainers’ Class. 
dividends, payable in 1920, was not pub- | Ordinary Life—Abstainers’ Class. WOGF cade $3.69 $449 $5.58 $6.75 
lished in “ Best's Analyses.” i, sore $2.13 $295 $4.27 $5.86 | 1910 ........ 3.00 3.62 4.56 5.68 . 
SD... cb andes 1.88 2.53 3.63 5.08 | 1915 ........ 2.04 2.40 2.99 3.86 
Illustration. SE 00 canis 1.55 1.92 2.58 Be - See 188 2.19 2.70 3.49 
SE a asten és 1.49 1.82 2.38 TEL 2 eer 1.72 1.99 2.43 3.12 
Pees Saviaenen: Gayeele Ceimes yer | see”... 144 Ll 219 297 | 1918 ........ 158 «180 «62.16% 
June 1, 1920, to May 31, 1921, per $1,000 of | i9ig ........ 1.39 1.62 2.01 2.66 | 1919 ........ 1.43 14) 1.91 2.40 
insurance: ae 1.35 1.52 1.83 2.35 < 
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BESTS ANALYSES 


1920 
A Most Serviceable Publication 


This unique volume, recently off the press, contains (besides a very 
full analysis of policy forms and most complete dividend illustrations) : 


PREMIUM RATES — Even ages 20 to 56 participating 
and non-participating. 











CASH VALUES — End of 3, 5, 10, 15 or 20 year on Z 
whole life, 20 pay life and 20-year endowment forms. Le 


ALL COMPANIES — AMERICAN AND CANADIAN 
Maximum amount written on a single life and 
reserve basis shown. 


Group Insurance Section 
contains minimum basic premium rates, company’s practices, policy pro- 
visions, dividend comments and other useful information. 


Miscellaneous Tables 
Of Unusual Interest 
includes (net) single and annual premiums based on the various modifications 
of reserves. 

An important addition to the solicitor’s equipment. ‘ 

This volume, handsomely bound in leather (pocket size, 544” x3%4"x 
544") has 763 pages of concrete information arranged compactly and so 
simply that it is immediately available and helps instead of confuses the 
solicitor. ) 


TP A Dd tet et et St et I OOO OOD 


A Second’s Hesitation often Means a loss of a Commission : 
Price per single copy, $2.00 


ALFRED M. BEST CO., Inc. 
75 Fulton Street, New York 








